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FORE -WOR=D

'.. tf
.1" /\ e

kSinCe the fotind,ing of this nation, the federal government has looked Upon -

the Iridian ipe pl2e as 'a population to be treated differently crom\ the -other
citizens of th's \great land. Government poltcies have ranged, from the
conseitutional ,p0mise of treating the Indiyan tribes as foreign nations
to the paternal'istic approach of the early,,,part of this century. 4leanWhile,
`the Indian Citizen has wanted prirlarily /two, things: -the right to retain
his cultural hertdge, and the opportuniity to proVide himself and hiS,gamily a life/. fre of poverty. /

!j tThis: book offers o e 1the opportunit /to see some of .the many and varied
ipolidiesicarid practice' used bythe federal-governmtnt in attempting to-
assist

:the
Indian .:p op e in reaching their Second toal -- living at.an

ecornic standaed -a oye the subsistetiOd lei41. Many of the past policies
may -ot have been lolkecIL-up'on/aS being detrittental to the Indian's-welfare;: .
may

Ver, few directlyv attacked=the problem of unemployment on the reservation.i
\ -:Here, the reader car i_l see 'the -eretitendOtA-efforts put :forth:=by both federal

/and= tribal :governments_ 'iti their attempts to:alievlate the perennial,problem
=of !high unetplopitent e0.-SAing =On many-of the Indian reservations in. our
nation=:_ Ffirtheri, one/has: the. cipporttinity tol finditthat there is- =a large
number of poteritiallY prOduotiVe citizens residing,,,on our Indian reservations-.
They only need an

.employfttent opportunity td:zfulfill that Potential.

The:current industrial- nd cottiercial-develOpment -,program has ',been in
existence- -since the .early`-60 \s= Since its inception, the program haS=
emphasized; -the creation :-Of emloyment opportunities -for reservation residents.
The -very great need for- prstiit of =progratiS which offer the Indian-
people=oppOrtunities to iniprov'e -their-econotic status can readily be _seen
w- hen-the true impatt of. reservation employment Studied-.

Each reservation can be looked Upon as an economic unit, just as any City
or county might be. Thus; there is jUstification for viewing the lack of

_ employment theitrsli as being shriller to that of areas such as Appalachia;
howeVer, there is oneisignificant. difference, the Indian culture.

=Where employment in factories _Or Small businesses -may be acceptable to=_zonq-
gm-4-'6r tribe of -Indians, this= method of earning_ a livelihood, May be frowned
-uponhy another group. 'Therefore; it has become necessary for tribal-_and
lureali:offielals- to enter into-a cloSe relationship in their efforts to-
improVe reservation living conditionsi, and -Still allow the Indian people to-
:pre-serve their way life and -Cultural heritage.

-While industrial development MS been succeSsful on many reservations;_ it
has not been completely successful on others. Still the Indian residents -
ihavea: -right -to self-determination. Using this wisely can lead to improved=
living- conditions on their'land_s.

_ .
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Industiial development is one method of providing increased wage- earning
uthor, has st k a: -key -chord when he states,- ''a=

esgenti a -man's self - sufficiency. -"

$ opportunities. The

and a pay check are

These are additional factors that are
expect to attain complete self -deter

. and educational.

ssential to Indian people-if they
ination, such As social, cultural
%

an *Donald
DireCtor
Office, Tribal Resonrces,Development

4

Bureau of Indian Affairs' Statement as to content

This publication by, Dr. Keith L. Fay, though published by the Bureau of
-Indian Affairs, does,not have the Bureau -'s full endorsement as to the

accuracy of aZZ statements and studies.

m N
The Bur:eau does feel that Dr. Fay's research was well conceived in that
it explores the hiitorical nature of economic development, some of the
experiences of tribal: effort and his own feelings as two what might be done

to bring about Indian seZection of his cultural choice as well as his
economic attainments within that selection process.
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Chapter 1

.INTRODUCTION

The American Indian has long been looked upon as a secondzciass,
citizen-, .one whose way of life is vastly different from that of hiS=:riOn-r,

Indian neighbors. His :reservations_ have been a constant mystery to the
unknowledgeable.

For many years (since l819), various Federal programs have been
introduced i'han effort to make the.Americari Indian reservations- economi-
cally habitable. In some instances, these programs have been beneficial
to the Indiaripeop le; in-others, -they .have .not. The major -purpos-e,-of this-
study i' to evkuate-the z'economic impact that firms locating on o 'near
Indian reservations7rvithAistante of the Bureau of Indiani-AffaIrS:"

7-YridUStrial _and'Ct\mmerdial: Development -Program,-have_hadi_ori_-_emPloYtiefit,_
income, and entrepreneurship,IprOblemS of Indian residents."

:
r

Since 1961, the--Bdreawtha-S-ttilized- industri-al development -rspecialists,
located in the Central Office, Washington, D.C., or one -of the Bdreaulb-

11 -Arai Offices lo-tated=throUghout-the--United States, to assist "tirib-eS in-
:develppment of iriddstriSS:ln-::=reservatio'n areas. These- speciallatt=-ate
the _perscins 2hrOughwhom,!the<=ButeauEzadministers the Induttrialr-arid==
!taitaitekal:-DevelciPtient :Program =,(ICDP), =which is used to attract
to thus assisting

_
;problems- of ,unemployment, z income, labk of Indien-entreptie-ifenr-Ship.-=
=On- rese'rvations.

Full evaluation requires an investigation into the -economic- IMprOv
-iiients: which are to:_be-aectined!-Aiy:the- Indians as a result of implementatibn-

of the the program,
.

- Economic improvements--are, treated 'as supporting problems . They are':

1. Establishment of income-producing enterprises
on reserVatinsi, the number, longevity, and
types of industries established.'

2,. Total employment oty Indi'ans in industrial or
commereial enterprises established on reserva-
tions through efforts of the ICDP.

3. Amount of Income generate'd for Indians as a
result of such developments. Income aanbe In

1Reservations re 6fined-aAthoSe lands, Vhether-tribally-oniGovern-

ment-owned, srecifically -Statide-for'theousa of Indians.

15
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the fOrm of earnings from-labor Or .

from-leasing of facilities i6 non-Indian-
entrepreneurs. \.

4: Number of 'Indians engaged in business endeavors
as owners or managers.

SCOPE AND LIMITATIONS OF THE 'STUDY

Much of the importance and value of thig study, lies,, in the narrow
scope which allow g an in-depth evaluation of the problem. Therefor4,qhe
studyis- limited in several ways.,

...

. v

First, it is limited to the study of firms, either commercial or
industrial, which have located in reservation areas withthe_assistatide-
-of-Ifie-Bratchfif-ifidffft-fi-al-Developmenti-Bureau of Indian Affdirs. -

):

7

_Second, it iSlimited=tman:,examination of only "those Indigh landS
.located' in the 'lower fortpreight7States.of theseUnited-StateS7and those
'indugtilal=or comdercialenterprises which now-,e#St or were brought,-iiito
eklatence-dUring the period.

Since the Indians of the State ofzOklahouid=do not.,residefin lands
cOnaIldered=thy the,Buream=tMhave-reservation status, enterprigea-s&-ced
_there-, either with,fir A.7ithout the assistance of a-Bureau-program,- are
ekatded.

Third, several enterprisesse-existence_canbe-tracedAirectly=.
--,:-

--''tm,effortanf theA3dream-ptogramare studied in depth. 'Entities, whose
development resulted-frowthe cotbined--efforts7of Iribes-and the Bureau
are-also 'studied, regardless ofiWhether=Ihe business IS_Indiam-or no-M_e.:
.IndIdn owned.

, -

Lastly this Study is=limited:.to evalUatini_the economic improvements
thaChave resulted,frOm establishment of -industrial or,commerciai enter-
prise g omor-in proximity-Io'reservationt,

RESEARCH METHODS

Historical, descriptive,.coMparative,SMpirical,.analyticali and
Statistical methods have' been used in the preparation of this book.

'Historidal development of the Bureau 'has been'studied for the purpose
of -ascertaining the variety of legislative actions, political
and economic policies affectiAg the Bureau's attempts to improve living,

condition's of thbse Indians residing on the reservations of the United .

'States. Study of tfie vast number of Government attitudes toward develop-
ment of programs for Improving-econothic conditions on the reserVations
helps to point up the problems of developing long-range programs that -can-,

gt.

G
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be relied on by Indians and Government officials to be of sufficiently
continuing length to allow successful implementation. Further it allows

an opportunity to relate some of the current reservation economic condi-
tions to past policies, programs, or procedures used to improve Indian
living standards.

With case studies as the vehicle, the descriptive method has been
used to present the basic nature of problems surrounding development of
industrial and commercial enterprises in reservation areas. Comparative
methods have been used to draw conclusions about the impact various types
of industrial establishments have had on the problems of unemployment,
low income, and lack of Indian entrepreneurship.

Empirical and analytical methods have been combined in studying the
operations of the Bureau in developing enterprises on reservations. These
methods have further been used in the study of specific firms and their
operations.

EmPiricdl'and statistical methods have been combined to study the
effects implementation of the Bureau's Industrial and Commercial Develop-
ment Program has had on various reservation areas and the costs incurred
by the Bureau in establishment Of enterprises.

VALUE AND IMPORTANCE OF STUDY

A job and a pay check are two essential factors to a man's self-
sufficiency in today's world; 2, yet, whole segments of the Indian popula-
tion have had neither. inemployment is the greatest problem confronting
America's Indians today.'

While tribal leaders and personnel,of the Bureau of Indian Affairs
and other public agencies are spending a great deal of time and money on
various strategies designed'to help individual Indians get jobs, the
unemployment rate continues to remain far above that of the rest of the
Nation, reaching as high as 50 percent on some reservations.4

Many Indians have been offered an opportunity, to become skilled
technicians,and craftsmen through the adult vocational education'program
operated by the Bureau. These Indians, with their specialized skills in

2
Henry W. Hough, Development of Indian Resources (Denver: World

Press, Inc., Z967), p. 189.

3lbid.

4
William A. Brophy and Sophie D. Aberle, et al., The Indian, `America's

Unfinished Business (Norman, Oklahoma: University of Oklahoma Press, Z966),
T. 68.

3
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vocations generally considered to be useful in today's world, may well
find that there are no jobs to be found on or near their ieselations.5
For many people, the, location of residence can be unimportant; however,..N
many Indians desire to live with their own people and preferably on their
own reservation.?
..NN

Many Indian reservations cannot support the rapidly growing popula-
tion. n 1962, there were approximately. 520,000 Indians under Bureau
supervise with 360,000 livin on reservations. In 1970, there were
472,000 living on "reservations.9 Therefore, more use of 'the land for
the greatest etonomc gain is needed. Industries and businesses are
needed on many of the reservations to give diversification of employment
opportunities to those Indians who desire to remain on the reservations
and who have acquired a skill which cannot be applied to existing reser-
vation opportunities. Hope for the- reservation- dwelling Indians lies
in the development of any economic potentialexisting on their lands.
This should include natural (including recreational) and industrial
resources.,

A major difficulty is that many Indians are living in two worlds:
That of trill traditions and that of the modern "white man's ',world."
The Indian may revere the former, but to earn a livelihood he has to
participate in the latter. Many Indians resist the practice of leaviu
their own people and homeland to relocate,in,a city or town far away.
This creates the problem of developing job opportunities on the reservation.

In 1961, the stated aims of the Bureau were:

1. To create conditions underyhich the Indian's will
advance their social, economic, and political adjustment'
to'achieve a status comparable to that of their non-Indian
neighbors.

2. To encourage Indians and Indian tribes to assume
an ever-increasing measure of self-sufficiency.

5
Un-ess otherwiee.indicated, future references to location will be

construed =to include "on or near reservations or Indian lands.",

6Hough, op. cit., p. Z90.

7lbid.

8Deparinent of the Interior, "Justifications for Appropriations °.

(Washington: Bureau of Indian Affairs, Z962), p. 30'(Duplicated), and
Bureau of Indian Affairs, " !Census Report, 1970" (Washington.: of
Indian Affairs, Z970) (Duplicated).

10Hough, op. cit.

4



3. To terminate, at appropriate times, Federal supervision
and services special to Indians.11

The ever-increasing demand for employment opportunities, rather than
welfare grants, and the above-stated Bureau aims'led to the 1961 task
force on Indian affairs to determine what the objectives of the Federal
Indian program should be.12 This task force recognized the urgent need
for a substantial program to promote industrial development when it
stated:

In recent years several industrial plants have been
located on Indian reservations," often with such inducements
as Bureau or tribal subsidies in the form of salaries,
buildings, etc. Such programs have improved the economies
of several tribes, have reduced the welfare burden, and have
provided important vocational training . . . . In order to
prepare a more effective industrial development operation
the task force recommends: -

1. That the Bureau of Indian Affairs bUdget for
thecbranch of industrial development be
increased and Civil Service grading of per-
sonnel be revised to make possible the
employment of industrial development specialists.

2.' That the Bureau assist the tribes in setting up'
programs designed to prepare Indian communities
for employment in industrial establighments.
Past experience has shown that the routine of
industrial employment is foreign to many groups.

3. That the Bureau give consideration to the estab-
lishment of a reservation economic development
advisory board. Because special technical experts .

will be required, it is suggested that the
Secretary of the Interior work out a loan of
these specialists. They would serve as consultants
on a term not to exceed one year's time, with
replacements staggeted in order to maintain the
continuity of the advisory Ocitip. Sithilar boards
should also be established wherever possible at
the reservation level.

11
Bureau isof Indian Affairs, "Indian Affairs Manual," Volume _Z

(Washington: Bureau of Indian AA%xirs, Z90) (Duplicated), p. Z.

12W.
W. Keeler, et al., A Program for Indian Citizens (Albuquerque:

The Fund for the Republic, Inc., 1969), p. 5. This has become commonly
known as the Task Force on Indian Affairs report to the Secretary of the
Interior. Ahy future references will use the term "Task Force report."
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4. That tribes be encouraged to use judgment monies;
or other Incomes available to them, to establish,
industrial sites, and finance other activities
designed to attract and hold industries. In such

planning, Bureau technical assistance should be
readily available and the Federal Government might
also help by devices used in other economic develop-
ment programs, such as accelerated depreciation on
capital investment, small business loans, and
provisions of facilities at low rentals. Some of

these latter Rrograms would require special
legislation.1'

? in 1963, Secretary of the Interior Stewart Udall asked the Bureau
of Indian Affairs to step up its efforts to attract industrial payrolls
to Indian communities. At that time there were about 20 plants, employing

a few hundred Indians, Iodated on or near Indian lands.14

Need for industrial and commercial development continues to exist,
and President Nixon reemphasized this continuing need when he delivered
his message on Indian affairs to Congress on July 8, 1970. He said:

The 'first Americans --
and most isolated minority
every scale of measurement
health -- the condition of
bcittom.15'

the Indians -- are the most deprived
group in our nation. On virtually
-- employment, income, education,
the Indian people ranks at,the

The President went on to emphasiie'the continued need for stressing

the economic development program. He said:

. . . economic development has also been stepped up.

Of 195 commercial and industrial enterprises which have
been established in Indian areas,with BIA assistance,

71 gave come into operation within the last two years.
. . . . A number of these businesses are now owned by
Indians and' many others are managed by them . . . .1°

13
Ibid., pp. Z8 -Z9.

14lndian
Record; Washington, D.C.; April Z968. This is a monthly

newspaper printed by the Bureau.

15
U.S. , President, Z970- (Nixon), Message on Indian Affairs

to Congress (Washington: White House Press Release, July 8, l970),

pp. l-ll.
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Industrial development can be both beneficial and detrimental to
an Indian tribe. There are some inherent problems that come with the
development of an industry"in reservation areas.

On'November 1, 1970, Raymond Nakai--then tribal chairman of the
Navajo Tribe--at the dedication of the Westward Recreational Vehicle
manufacturing plant told a crowd of about, 1,000 people that Navajos are

,°=,!compelled by lack of employment to move from an agrarian economyto
commerce and industry, Said Nakai:

Wecan solve our unemployment problems in no other way.
The Navajo people are rooted to the soil and change comes
slowly. There are some would-be leaders of the tribe
calling forthe banishment of industry from the reservation
and a return to the life of a century'ago! But, it would
not solye the problets. There is not sufficient grazing
land on the reservation to support the population so industry
must be brought in. "

A'short two weeks later, a new'trib'al chairman, Peter MacDonald,
was elected. In his inaugural speech, MacDonald emphasized the need for
individual entrepreneurship and said he would stress:

. . . getting a yellOw pages section of the telephone
directory for Navajos. 'I want to see listings for food
stores, filling stations, dry cleaning establishments,
car dealers,'movie theaters, clothing stores, Coca Cola
bottling plants, barber shops, and motels owned by
Navajos and employing Navajos .18

During his campaign for the tribal chairmanship, MacDonald pointed
up some of the problems of drawing industry to,the reservation. HIs
predecessor, Nakai, had concentrated all his influence and prestige.into
drawing white man's industry onto the reservation, with notable success.
In the period of his incumbency (most of the sixties), major industries
had located on or near the reservation. Although hundreds Navajos
'Jere employed, the unemployment rate stood near 65 percent. '

MacDonald came to the tribal chairmanship pledging that hetwould
establish more Navajo-owned and Navajo-run businesses. He proclaimed:

One. hundred and fifty million dollars comes into the
reservation a year. And it has created 8,000 to 10,000
jobs for our people. But the same amount in the white man's

17
The Albuquerque Journal November Z, 2970, 3.

18The Washington Post, February 14,'1971, p. B -Z.

1The Christian`,5pience Monitor, November Z7,.Z970.
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economy of money in the outside would sustain 30,000 jobs.
The money comes on the reservation but then drains away
into Gallup, into off-reservation economies.20

The various problems discussed in the preceding paragraphs suggest
that there has been a significant need for development of a balanced
Program that could be used to promote Indian job opportunities.

Following the 1961 recommendations for a program of industrial
development, the Bureau has been granted increasingly larger appropriations
for the purpose of assisting tribes in their efforts to attract outside
industry to locate in sites on Indian lands, or for establishment of
Indian-owned enterprises on the reservations.

During the decade 1961-1971, a total of $9,282,600 was appropri,ted
for the purpose of promoting location of industrial plants, commercial
endeavors, and tourist enterprises.. In this same period, a total of 220
enterprises were develope&with'assistance of the Bureau. Of these
industries, 21 are located'inAlska, six-are.not in operation at this
time for one reason or another, four are sea'Aonal, and one ,is experimental.

21

The general objective'of the economic development of the Bureau,
simply stated, to provide an economic base that will give Indian Americans
the same employment opportunities enjoyed by other Americans, keeping in
mind the ultimate goalimproving family and community life for individual
Indiansat the same, time preserving the best of his traditional culture.
Every step of the way toward this objective must be taken in cooperation
with the Ind=ian people, whose .freedom to

2-2
work and live where they choose

muste protected above everything else.

Previous economic development policy for Indians often relied upon
relocation of people in urban centers offering greater economic opportunity.
However, .the adverse effectssf. moving Indian workers and their families
into an alien and hostile environment in many cases nullified the benefits
of gainful employment."

Recent policy has been to change the Bureauls former direction for
the specific purpose of providing more jobs and higher income to Indians
at home and, toward this purpose, to help Indian communities become as

20
/in

21
Bureau of Indian Affairs, "Employment in Industrial and Commercial

Enterprises Established in Indian Labor Force Areas (with the Assistance
of,the Bureau of Indian Affairs)," an interagency unpublished report
(Washington: Bureau of Indian Affairs, 1971)(Duplicated).

22
Statement of GeOrge Hubley, Chief, Division of rndUstria and '

Tourism Development, Bureau of Indian Affairs, during personal inttrview,
November 8, Z97Z.

23/bid.
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Nk 1.economically viable ag human and natural resources will permit. The,
principal role has become: to help Indians help themselves, using methods
to identify dominant trends in the national economy, and in consultation
with Indian leadership, select those into which Indian resources can be
channeled to earn the greatest dollar,return through lease monies or
earnings from operations. In either instance, employment of Indians is
a prime consideration.

In the past, ecopomic development of Indian country,emphasized agri-
cultural production and simple extraction of natural resources, such as

'mining and timber-cutting. During the sixties, the Bureau added a program
for expansion of economic activity through promotion of tourist facilities,
commercial and service businesses, as well as certain types of processing
and manufacturing of new products for new markets, with strong emphasis
on Indian ownership, control, and management.

Among all the factors that enter into the selection of a plant site,
a pool of surplus trainable manpower is obviously essential. In today's
competition for productiye labor, the Indian population becomes a resource
of prime im,ortance in the effort to attract all kinds of commercial and
industrial enterprises.

A decade ago, the potential for industrialization was severely limited
in areas as isolated and. remote as Indian areas. But in recent years.,
construction of new roads and airstrips, coupled with far-reaching advances
in technology, has changed the picture dramatically. The vast distances
that separate most Indian areas from the commercial and industrial centers
of America are no longer insurmountable obstacles.'

As of December 31, 1971, approximately four percent of the total
Indiah labor farce of 117,687 was employed in plents,or businesses estab-
lished in reservation areas included in this book. These 4,658.Indians
constituted seven percent of those working, on a full-time basis, in all
fields of employment.24

The importance of this book includes three specific factors. First
of these is the need to determine the benefits that can be received by the
indians in the form of employment opportunities, both direct and indirect,
with establishment of an industrial or commercial enterprise. '

The growing importance of an adequate earned income to provide for
maintenance of a family at something above the bare subsistence level,
without being required to leave the reservation, makes it necessary to
determine the long -run income opportunities that accompany establishment,
of an industrial or commercial. enterprise.

26
Bureau. of Ir:idian Afrairs, "Indian Population, Labor Force, Unemploy-

ment, and Underemployment, by Area: Marc' 1971" (Washinuton: Statistics
Division, Bureau of Indian Affairs, 1971) (Duplicated), pp. A23-A63.
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The continued high rate of unemployment on Indian reservations 'makes

analysis of industrial and commercial development important in determining

potential methods for easing the lack of employment opportunities.

Finally, this book includes an analysis of the costs incurred by the

Bureau, and,other Federal agencies, in establishing industrial or commercial

endeavors on Indian lands. The investment of Federal funds in developing
employment opportunities flr the Indian must be analyzed to determine

the costs for establishing businesses are balanced by long-range employment

and income opportunities for the Indian.

With several Federal agencies involved in the funding operations,
there is often a multiplicity of efforts, and the costs to the Government
may well be far greater than the worth of the benefits involved. Some

patterns of costs per job incurred by the Government in establishing various

firms evolve from this study.

DATA USED

.Much of the data used in this book has been gathered from official
documents of the various Government agencikinvolved in administration
of Indian affairs. These include Congressional hearings, as well as
reports and statistics of the Department of the Interior, Department of

Commerce, and Bureau of Indian Affairs.

Since the earliest days of this Nation, the Federal Government has
been involved with the various Indian tribes. During the past 150 years,,

the major responsibility for administering to the problems of the Indian

has been delegated -td the Bureau of Indian Affairs. .
The Bureau, as with

any other Federal-agency, depends upon the Congress of the United States

for funds and authority for specific actions. Therefore, lrom a review

of statutes, hearings, and directives we may seethe evolution of the role
of the Federal Government and the Bureau, and the developthent of programs

designed to enhance economic opportunities for Indians.

The status of the present program has been,determined predominantly'
through the use of reports of the Bureau, tribes` Congressional committees,

Department of Labor, Office of Economic Opportunity, and various other

Governmental bodies.

A variety of other.sources has been used in all phases of the study.

These sources include periodicals, books, unpublished documents of various

Governmental agencies, reports of learned societies interested in the

welfare of the Indian, and many unpublished studies and reports from a

number of other sources. Primary data have been gathered' through use of

questionnaires and personal contacts with individuals residing in areas

where industries have been located. Each is appropriately footnoted in

the book and is Included in the bibliography.

1.0



A series of case histories of firms is used to reveal the problems
of the period and methods used by the Bureau to attack these problems.
The successes and failures are also depicted in the case studies.

,During the period studied,- some 114 firms started operation on Indian
lands through implementation of the industria: and commercial development
program of the Bureau. Thirty-five of these firms employed five or fewer
Indians and 19 employed between six and nine Indians.

Since the basic premise of the program is to provide increased employ-
ment, it was determined that an analysis of the firms starting operations
during the period should bebased on the total number of Indians employed.
The number of firms starting precluded making an analysiS of each firm to
determine the costs to the Federal Government; or the tribe, in order to
provide increased employment and higher income. However, analysis of 18
firms selected from the total was deterMined to be a valid sample based
on the judgment of the author.

Fihal selection of firms was made on the basis of the year established,
total number of"employees at year's end, and drawing three firms for each
year for the period 1965-1971 from the following:

a. Largest employer.

2.. Smallest employer of over 10 but fewer. than 25.

3. By random sample, a firm whose number of Indian
employees, falls within one standarddeviation of
the mean established for the Teriod.

Ranuom selection was made on the basis of assigning a number to each
'firm employing, the number of Indians within one standard deviation and
drawing numbers to determine which firms would be analyzed.

In the year 1967, the random selection method was used to determine.
which of three firms employing 10 Indians would be selected as the small
fiim to be analyied.

Category of the firm is indicated by (LY for the largest, (S) for
smallest, and (M) for random selection: Names of the firms selected are:

,l. Parker Textile Company, Parker, Arizona (M).
2. Burnell & Company, Inc., Mesita; New Mexico (S),
3. Wright-McGill Company, Rosebud, South Dakota (L).
4. Firesteel Lumber Company (Aspen 'WoOd Products),

Domingo, New Mexico (M).
5. Fairchild Semi-Conductor, Shiprock, New Mexico
6. Omni-Lab, Inc., New Post,Wisconsin (S).
7. Amphenol Corporation, Hollywood; Florida (S).

11



8. Suntex Veneer Corporation, Spokane Reservation,
Washington (M).

9. General Dynamics Corporation, Fort Defiance,
Arizona (L). ,

10. Big Horn Carpet Mills, Inc., Crow, Montana (M).
11.=t Barron Container Corporation, Chandler, Arizona (L).
12. Iowa Meat Products, Inc., Winnebago, Nebraska (S).
13. Fort Peck Tribal. industries, Fort Peck, Montana (L).
14. Warm Springs Assembly Plant. Beaverton, Oregon (S).
15. Fort Belknap Builders, Fort Belknap, Montana (M).
16. Chata Construction Enterprise, Philadelphia,

Mississippi (L).
17. Turtle Mountain Industries, Turtle Mou in,

North Dakota (M).
18. Penn-Mor Manufacturing Company, Cottonwood, Arizona (S).

In addition to the study of case histories, two questionnaires were
developed and used to gather data from tribal officials upon whose
reservations industries were located, and from employees of the firms.
Data gathered are used primarily to supplement information garnered
through the study of official files and records, or to Provide informa-
tion I./filch could not be round in those files.

Determining salaries paid, types of positions, held by Indians, and
'.opinions as to the ,alue of employment would have been impossible had

only case files been used. These data were collected primarily through:
the questionnaires, Design of the questionnaires and other factors . .

surrounding their use are discussed in the chapters where the data are
presented.

DEFINITIONS AND ABBREVIATIONS

For the convenience of the reader, the fol.owing definitions are
presented:

0

Indian.' Any individual who is one-fourth or more of
Indiatiblood and is included as a member of a
tribe, or clan, recognized by the Federal
Government.

Bureau. When used alone, the Bureau of Indian Affairs.

BIA. Bureau of Indian Affairs, Department of the
Interior.

0E0. Office of Economic Opportunity.

EDA. Economic Development Administration, Department
of Commerde.

-7
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OJT. On- the-job training.

ICD Industrial and Commercial Development Program.

SBA. Small Business Administration.

HUD. Department of Housingand Urban Development.

Other abbreviations are used on a limited basis and are properly
identified at the time of use.

HISTORICAL REVIEW OF PROBLEM

lb provide a basis for further understanoingl the Indian problem, ,

one should review the ever-changing approach to the development_of American
'Indian landS since the earliest days of the Federal Government's estab-
lishment of a Bureau specifically charged with the responsibility for
dealing with the'Indians. 'Before entering into any historical review of
the nature.of the Bureau's involvement in this area of Indian affairs,
it is necessary to recognize that. the constitutional basis for such
involvement lies in Section 8 of Article '1, which confers on Congress the
power "to regulate commerce with foreign nations,, and among the several
states, and with the Indian tribes." This has been interpreted as-giving
thee Federal Government primary pbwer over the Indihns within theStates.
Those Indians, to the west of the original 13 colonies often were dealt --

.with as foreign nations. .

DEVELOPMENT OF THE BUREAU

Early Period

Prior to the establishment of fhe Bureav in 1824, the, control over
Indian affairs had.lain with Commissinners appointed by Congress,.terri-
torial governors, and'in some instances the,Treasury Department and the
War Depar2

6
tment.25 The office of SuperiW dent of Indian Trade was set up

in 1806. The Superintendent was appointed by the President, and his --

duties-were, among other. things, ".-. . to purchase and take charge of
all things intended for trade with -the Indian nations . . . and to trans-
mit the same to such places as he, shall be directed by the President.27

The office of Superintendent-of Indian-Trade was abolished by the
Act of May 6, 1822.. By Order of March llv 1824,28 SeCretary of War Calhoun

25
U.S, Department of, the Interior, Federal Indian Law (Washington:

. Government Printing Office, 1958), pp. 216-217.

262 Stat. 402 (1806).

27Aid,;' Sec. 2.

28
y.s. Congress, House, Document Z46, 19th Cong., Zst Session, p. 6.
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/created the Bureau of Indian Affairs within the War Departffient. Placed

at the head. of this Bureau was Thomas*
L. McKenney, who had at one time

been Superintendent of Indian Trade. The head of the Bureau of Indian

Affairs was not denominatF.d Commissioner until 1832: McKenney was

directed, as a part of his duties, to administer the civilization fund'
which .had been(lprovided for,inthe Act of March 3, 1819.29 This Act

had established an annual appropriation of $10,000, which was to be used

for ". . . introducing among them (the Indians) the habits and acts.of

civilization . . . "

The eight years between the establishment, of the Bureau of Indian
Affairs and the appointment of a Commissioner of Indian Affairs (1824-=
1832) appear to have.been fraught with problems of management. In his

personal memoirs, Henry R. Schoolcra.ft wrote:

The derangements in the fiscal affairs are in the

extreme. One Would think that appropriations had been
handled with a pitchfork. A correspondent writes: "For

1827 we were promised $48,000, and received $30,000.
'For 1828 we were promised $40,000 and received $25,000;
and besides these promises, were all the expenditures
authorized to be incurred, amounting to not less than

$15,000. It is impossible thiS can continue." And the

derangements are only in regard with the north. How

the south and the west stand it is impossible to say.
But there

38
a screw loose in the public machinery

somewhere..

-4

By Act of July 9, 1832 (4 Stat. L, 564), Congress authorized the
President to "appoint, by and with the advice and consent of the Senate
a Commissioner of Indian Affairs, who shall, under the direction of the

Secretary of War, and agreeable to such regulations as the President may,
from time to time, prescribe, have the directiob and management of all

Indian affairs and of all matters arising out of Indian relations."

For the next 17 years, the Bureau remained under military control

with only one major event of real significance seemingly to come from

that era.

In 1834 the Act of June 30, 1834, was passed. This Act, which has

since been considered the organic law of the Bureau of Indian Affairs,31

was enacted specifically "to provide' for organization of the department

of Indian Affairs." This statute established some new agencies, abolished

29
3 Stat. 5L6 (Z8Z9).

30
Henry R. Schoolcraft, Personal Memoirs, p. 319.

31
Commissoner of Indian Affairs, Annual Report (Washington: Govern-

ment Printing Office, 1932), p. Z.
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others, provided fin. employment of subagents, interpreters, and other
employees, and the distribution of annuities and supplies.' It was, in
effect, a reorganization of the field force of.the War Department having
charge, of Indian affairs,32 and in no way altered the power of the
Secretary of War' or the Commissioner, or clanged the status of the Bureau
of Indian Affairs.in the War Department.33

The Bureau came under civilian control through the provision of
section 5 of the Act of March 3, 1849, which created the Home Department
of Interior. Since that date, it has remained a part of the Depattment
of the Interior. The Secretary of the Interior was empowered to exercise
those-Supervisory powers over the Commissioner of Indian Affairs that had
previously been exercised by the Secretary of War.34

First Fifty Years

Between 1849 and 1869, there was a Constant fluctuation of responsi-
bilities between the Department of the Interior and the War Department.35
These fluctuations led to many cases of corruption, graft, and dishonesty
of the Indian agents, and were believed to have been a contributing cause
for some of. the Indian--wars -of the period.36 In 1869, in the hope of
:orrecting some of these abuses, the Board of Indian Commissioners was
created, to be appointed by and report to the President.37 The 'Board
was composed of not more than.10 "men eminent for intelligence and phi-'
lanthropy, to serve without pecuniary compensation . . . and exercise Joint ,
control with the Secretary of Interior over the appropriations in that
act."

By the Act of July 15, 187038 the Board was empowered" . . to

supervise 'all expenditure'appropriated for the bene'fIE of the Indians
. . . and to inspect all goods purchased for tbe Indians . . ." Althdugh
this Board was completely independent of the Bureau, it studied and advised
the Bureau on important questions of Indian policy.

32
J.P. Kinney, A Continent Won - A Civilization Lost (Baltimore: The

Johns Hopkins' Press, 1937), p. 104. //
/

/
33Laurence F. Schmeckebier, The Office of Its History,

Activities, and Organization (Baltimore: Th* Johnz'Hopktns Press, 1927),
p. 28. 0

34
9 Stat. 395 (1849).

35
Bureau of Municipal Research, AdMinistrati.on of the Indian Office.

Washington:Publication653.
36Schmeckebier, op. cit., pp. 47 -48.

37R.S. sec. 2039, 25 U.S,C. derived from the Act of April 10, Z969,
16 Stat. Z3 and 40.

J/

38R.S. sec. 2039, 25 U. SAC. 2Z, derived from the Act of July 15, 187C,
sec 3, 16 Stat. 335, 360.
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As early as 1876, Commissioner John Q. Smith recognized that the
futUre prospects _of thelndian were bleak unless steps were taken. to

teach the Indian a new wayl'of life. In his annual report, he stated:

. . . No new hunting grounds remain, and the
civilization or utter.destruction ofthe Indian is
inevitable. The next twenty-five years are to
determine the fate of a race. If they cannot be,

taughtiand taught very soon, to accept the
necessities of their situation and begin in earnest
to provide for their own wants by labor in civilized

0 pursuits they are destined to speedy extinction.39

Mr. Smith recognized that there was a need for changes in the

legislation that existed. The laws governing the intercourse and trade

with the Indians suffered some inadequacies. Specific reforms were needed,

in order to extend the laws of the United States and the jurisdiction of
the United States courts over the Indians.40 These reforms had,been

recommended for many years: The revision of the Intercourse Act of 1834
41

since 1853
42 and the Law and Order Reform Act since at least 1862.43

The need for reform in legislation which had been enacted in previous
years continued to ,plagua the various Commissioners of Indian Affairs.

Efforts to use Indian ladds as a means .of providing Indians with a source
of revenue were consistently frustrated by the laws and policies set forth

by the Government.

In 1882this problem manifested itself with the discovery of coal
deposits on the Navajo Reservation in Arizona. The Commissioner of the

time, Mr. Hiram Price, felt that the Indians could not be prevailed upon
to move again, that the Government could not operate the mines, and that

the Indians were not technically capable of doing the job; and if they

were, theyhad no means of disposing of the coal, since:

39
Commissioner oflndian Affairs, Annual Report (Washington: 1876)

p. VI.
4
°Ibid., p. VII.

41
4 Stat. 729 (Act of June 30, 1834).

42
Commissioner of Indian Affairs, Annual Report (Washington: Z853),

p. 26Z-262.

43 Commissioner of Indian Affairs, Annual Report (Washington: 1862),

P. Z2.
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. under existing law there is.no authoilty for
permitting the severance and removal frbm an Indian
reservation, for the purpose§ of sale or, speculation, of
any material attached to, or forming a part of the realty,
such as timber, coal, or other materials.44

The need for the Indian to be able to use his lands for the purpose c
of producing money income which could be used to. supplement the provisions
being made available through the annual appropriations and disbursal of
the Government was recognized by Commissioner Price. In his 1882 report,
he recommended a system of leasing that would ailas.; mining of the Arizona
coal. A portion of .his report stated:

. . . that the Indian themselves:would be greatly
benefited not only by the example of industry-get, but
through the opportunity that would be afforded them to
earn wages by their own labor.45

The establishment of a leasing system, as advocated, did not materl,
aline for nearly 20 years and then only came after a change in the philos-
ophy of the treatment of the Indian. For the-most part, the Indian hae.
not been treated as an individual; rather, he was treated as a member of
a group. Only those Indians in tribes which had, either by an Act of
Congress or by treaty, been authorized allotments of land in severalty
held lands as individuals.

This brief review of the past reveals a need for a further under-
standing'ofIthe landmark legislation that resulted from the constantly
changing attitude toward developing the nation's Indian reservations and
the improvement of living conditions for the Indians residing thereon.

A full discussion of landmark legislation follows in Chapter 2,

44
Commissioner of Indian Affairs, Annual_ Report (Washington: 1882),

p. XLIX,

45
Ibid., p. XLXX.
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Chapter 2

INDIAN ECONOMIC DEVELOPMENT PROGRAMS

This chapter is concerned filth a review of landmark legislation,

programs, and policies used by the Federal Government to improve the

eocnomic conditions of the Indian.

It is essential to understand that the Bureau of Indian Affairs has
been the Federal Government's direct contact with the Indian people of
America since the Bureau was estahlished'by the Act of March 3, 1849.
However, it is also essential to know that many of the policies or pro-
grams established by Congress have not been promoted by the Bureau.1

Although the basic policy in the 1870's was' to place Indians on
reservations, there was a/feeling in the Bureau that the Indians should
be required to work to eat--not be allowed a choice as to how miserably
they might live in order to avoid work - -and they should be required to

practice the arts of industry.2

While forced acculturation was never made a policy for assisting
Indians to assume a new way of life, the Indians had been placed pn
reservations. This placement was not accompanied with a program that
would teach them how to pursue industrial endeavOrs.3

For a hundred years, a policy of civilizing the Indians had been
proclaimed, but during all that time they had been pushed back from the
developed parts of the country and had been denied a right upon which
the American way of life was basc.dthe right to private property.
There were, however, changes tozbe made in this policy which were to
lead to significant legislation materially affecting programs designed to
improve economic conditions on reservations.

LANDMARK LEGISLATION

Government policy toward economic assistance for Indians is embodied

in countless treaties, judicial decisions, administrative regulations,

iLaurence F.Schmeckebser, The Office of Indian Affairs, Its History,
Activities and Organization (Baltimore: The Johns Hopkins Press, Z927),
pp. 118 -119.

2
Commissioner of Indian Affairs, Annual Report (Washington;:"

Government Printing Office, 2872), pp. Z0 -ZZ.

3
Schmeckebier, op. cit., p. 28.

4Iba, pp; 78-79.
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and statutes. Howe'ver, fiye such.enaetments constitute landmarks: The

General Allotment'Act of 1887, Snyder actof 1921, Indian Reorganization

Act of 1934, Navajo-Hopi Long Range Rehabilitation Act of 1950, and House

Concurrent Resolution 108 of 1953. Although not a legislative Act in

itself, the Secretary of the Interior's Task Force of 1961 presented. "a

program for Indian citizens" which was,to provide a "road map" to guide

the Bureau's future operations. It has become a landmark in setting

Bureau policy toward establishing economic development programs for

Indian people,5

These landmarks and their individual effect on Indian economic con-

ditions are discussed in the following pages, Events leading to the

passage of legislation or implementation of programs are presented when

they are needed to clarify philosophy or problems of the times.

General Allotment Act

A definitive change in philosophy came with passage of the Act of

February 8, 1887,
6 most often referred to as the General Allotment Act.

This Act provided for individualizing Indian lands by authorizing the

President to make allocations of reservation land to individuals, when

in the opinion of the President the land was suitable for agricultural

or grazing purposes; Land was to be allotted on the following basis:

to heads of families, 160 acres; to single persons over 18 years of age

and orphaned children under 18, 80 acres; and to other single persons

under 18, forestry acres, with a double allotment when the land was good

for only grazing\purposes.7

Since many non-Indians had become "self-sufficient" with a plot of

land (40 acres and a mule), why could not the Indian attain this same

"self-sufficiency"? This agricultural philosophy was accompanied by the

belief that private ownership of propgrty would act as a stimulus to the

Indian, as it did for the non-Indian,
ry

5Secretary of the Interior, Annual Report (Washington: Government

'Printing Office, Z962), p. 7.

6Stat: 388 (Z887), sometimes referred to as the Dawes Act,

7This was amended by the Act of February 28, Z89Z (26 Stat. 794),

to provide for an allotment of 80 acres of agricultural Land and Z60

acres of grazing land to each individual regardless of age or marital

status. By the Act of June 25; 1910 (36 Stat. 839), the President was

,given authority to determine the size of allotment with a maximum limit

of 80 acres of agricultural land and Z60 acres of grazing lands. This

Act also provided that in case any of the lands "have been or may be

brought within any irrigation project," the area of the Land should not

exceed 40 acres,

8Commissioner of Indian Affairs, Annual Report (Washington; Govern-

ment Printing Office, 1889), pp. 3-4,
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In addition, to acquisition of land, the Indian also acquired, with
his allotment, citizenship in the United States. As a citizen he was
"endowed with all the civil and political privileges and subject to all
the responsibilities and duties of any other citizen of the Republic."
This established the policy of accepting the Indian as an equal member
of the community, rather than considering him as an alien, dependent, or
otherwise, which had been the basis of policy.

It was believed that through education and agriculture, civilization
of the Indian would become an accomplished fact and would "finally enable

the government to leave the Indian to stand alone,"9 HoweYer, individu-
alization of land, where it did occur, did not, for the most part, achieve
the results expected by its supporters.1° Even though the Indian had
indicated from earliest times, especially the Western Indian, his resis-,_,
tance to agriculture through his attitude that this was-"degrading" work,
non-Indians still did not recognize this as a major Oqtacle to the
establishment of the Indian as an independent farmer."

The Allotment Act had not provided for leasing of lands, since it
had been contemplated that the Indian should be placed on the land and
work it himself.12 The fact that some of the allottees would not be
phyfically capable of using their land, even,,if they were inclined to do
sot 1 provided,for the first breach 'of this policy. As the land was

"held in trust by the United States, the allottee was not able to mate a
valid lease. 14 This was remedied by the Act of February 28, 1891,15

. which provided that if by reason of age or other disability an allottee
could not occupy the land personally, he could lease the land for a term
not to exceed three years for farming or grazing purposes and ten years
for mining under regulations prescribed by the Secretary of the Interior.

Most Indians receiving an allotment either leased their land to a.
non-Indian entrepreneur or, if they held patent in fee, sold the land
rather then working it for themselves.16 Thus, most Indians did not

9
Commissioner of Indian Affairs, Annual. Report (Washington: Govern-

ment Printing Office, 1887), p. IX.

10
Theodore W. Paylor,, The States and Their Indian Citizens (Washington:

Government Printing Office, 1972), p. /7.

1 lIbid.

12
24 Stat. 386 (Z887).

13Schrneckebier,
op. cit., p. 84.

14
04 State 388 (1887)%

15
26 Stat. 794 (1891).

16
Taylor, op. cit., p. 225.
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become independent farmers as had been hoped for by the framers of the

General Allotment Act.17

Snyder Act

In the years that had intervened between passage of the General

Allotment Act in 1887 and,passae of the Act of November 2, 1921, most

,often referred to as the Snyder Act,' the Bureau had engaged in many

activities designed to individualize the Indian and wean him away from
traderS.19 Effortswere made to encourage development of the reservation

, natural resources rather than establishment of specific industrial

endeavors.--,

The Snydei Act, in addition to authorizing general'activities of the

Bureau, opened up a net../ era of policy for improving economic conditions.

It specifically granted the right to'use appropriated funds for the pur-

pose of establishing industrial and commercial businesses on Indian lands.

Many Bureau activities for the next few years resulted from the approach

advocated in this legis,lation.

Passage of the Act was quickly, followed by the institution of an
industrial survey of all the reservations, based on a house-to-house can-

vass of Indian families.21 The purpose was:

. . ..4-to ascertain theff condition, needs,and resources,

with the view Lo'organizing the reservation service so that'

each family will make the best use.of 'its resources . . .22

This survey was to be used "to establish for each reservation a
definite program or policy which may be followed for suqh terms of years

as will place .the Indians on a self-supporting basis."2'

17
Taylor, op.-cit., p. Z7.

18
42 Stat. 208 (1921).

19
Comfmissioner of Indian Affairs, Annual Report (Washington: Govern-

ment Printing office, 1922), P. 3.

2 °J.P.\Kinney, A Continent Lost - A Civilization Won (Baltimore:

The Johns Hopkins Press, 1937); pp. 285-295.

21Commissioner of Indian Affairs, 1922, op. cit., p. 7.

22
,Tbid., p.\ 11.

23/bid.
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the Institute am Government Research, at the invitation of
the Dep rtment of the Interior, began a survey of the social. and economic
conafti ns df the Indians.---Publication of

24

this report in 1928 helped'
inaugur te a new era in the Indian Service.

The Meriam Report specifically pinpointed some of the major problems
facing the Indian people and made some very important recommendations for
improvement of the Indian's opportunities to achieve a better standard of
living on his own lands.

The opening paragraph-of the Report stated:

An overwhelming majority of the Indians are poor and
they are not_ wadjusted to the ecomic and social system of
the.dOmi:nant-fahitecivilization."

The survey bf the economic status of the Indian included a full study
of conditions, including income, pfoperty status, agricultural programs,
forestry and i0fgation problems, 'and ,the' problems of labor.

Issuance of the Meriam Report spotlighted One major shortcoming:
general neglect of the adult reservation Indian's economic and industrial ,

education. Even more important, little if anything had been done to help
the Indian find work that would pay a living wage on a permanent basis.46

The Meriam Report made an astute observation about the problem of
instituting a long-range progam when it said:

Even under the best of conditions it is doubtful whether
a well-rounded 'programbf economic advancement framed with due
consideration of the natural resources of the reservation
hag anywhere been thoroughly tried out. The Indians often say'
that programs change with the superintendents. Under the
poorest administration thereis little evidence that anything
which coulebe termed an economic program exists, and under
the best administration only short-termprograms are used.27

The report's positive recommendations, which have greatly influenced
the policy of the Bureau of Indian Affairs since 1928, stressed the need
for sustained and cootdinated economic planning and the encouragement of

24
Lewss Meriam and Associates, The Problems of Indian Administration

(Baltimore: Institute for Government Research, Johns Hopkins Press, 1928),
p. 3. Hereinafter referred to as the Meriam Report.

25Ibid., p. 3.

26Ibid., p. Z4.

27Ibid.
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Indian use of Indian lands. These same recommendations had been made
from time to time by various Commissioners, but little clear -cut action
had ever been taken, except in the areas of agriculture and stock raising.

28

Implementation of recommendations of the report introduced a new
era of Indian policy. Charles J. Rhodes, who succeeded Charles H. Burke
as Commissioner in July 1929, used the report,as a basis for advocating
new approaches -to solving some of the problems that had plagued the
Indians and thejndian administrators for over a century.

r.
Duri4 his tenure as Commissioner, Rhodes advocated a, joint venture

to educate the Indian, with both State and. Federal Government involvement.
He further advocated that public-lands be given to the Indians to enlarge
the reservations that were too small to support their population.29

The policy of developing the_Indian into a farmer or rancher, utilizing
the land resource only, emphasized problems that had been perceived in the
Meriam Report.3° The thirties ushered in the great depression era. Accom-,,

panying the:depression was a great drought which severely hit the Western
'States, where the majority of the Indians lived. These combined factors
emphasiZed the economic plightof the Indians.

The problems of improving Indian economic conditions led to a complete
change in philosophy and to passage of one of the most important pieces of
legislation affecting Ihdians--the Indian Reorganization Actt

Indian Reorganization Act

The A of June 18; 1934, titled ("The Indian Reorganization Act
(I.R.A.)," in essence reversed the provisions of the Allotment (Dawes)
Act of 1887. Inject, the I.R.A. specifically provided authority for the
establishment of tribal organization, a loan fund for development of
individual and tribal businesses, purchase of additional land, and extended
the trust on Indian lands 'until otherwise directed by Congress."

The preamble pointed toward a new approach to solving the economic
problems of the Indians and is important to any study of economic improve-
ment becauSe.of the basic objectives stated herein:

28
Schmeckebier, op. cit., pp. 247-250.

29
Commissioner

Government Printing
in his 1930 report,

3
°Commissioner

qovernment Printing

31
48 Stat. 984

of Indian Affairs, Annual Report ( Wcishington:

Office, Z929), pp. 4-7. He reiterated his position
pp. 7-Z3.

of Indian Affairs, Annual Report (Washington:
Office, Z933), p. 7.

(1934).
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.

To conserve and develop Indian lands and resources;
--to extend to Indians the right to form business and other.
organizations; to establish a .credit system for Indians;,
to grant certain rights of home rule toIndians; to provide
fOr vocational education for Indians; and for other purposes.32 ,

For the first time since the Snyder Act of 1921, an appropriation
was made specifically for use in industrial development. Section.10 of
the I.R.A. established the revolving loan fund, which was -to be used__

. . . for the purpose of promoting economic development of such tribes
and their members. ":

This revolving fund provided a source of credit for Indian tribes
and individuals from within the tribes desiring to establish an industrial
or commercial enterprise.

The Act authorized ca allocation of $250,000 during any fiscal year;
to defray the expenses of forming an Indian chartered corporation and
also provided for up to $250,000 to be appropriated out of Treasury funds
for the purpose of defraying costs for tuition and expenses of Indians
attending vocational and trade schools. The funds were to be used on a
loan basis. These provisos eased some of the problems that had faced
the Indians and the Bureau when attempts were made to engage in activities
other than agricultural production or the leasing of land to outside
entrepreneurs, such as the oil and cattlemen of the Southwest.

Between the passage of the Act and its implementation, it was neces-
sary for the Bureau to establish, under the supervision of the Secretary
of the Interior, rules and regulations for administering the fund.
Congress had left-this obligation to the Secretary when the bill was
enacted. The ruleswere laid down, but not until 1936 were they imple-
mented.

- annual report, the Commissioner' stated:

Plans for use oe the funds include provisions for making
loans to corporations, which maybe reloaned to individual,
Indians and partnerships, cooperatives and credit unions, and
which may be used to finance the development and operation of
corporate enterprises.33

Some Indian groups were quick to grasp the opportunities that were
provided for in the Act. Between passage of the Act and the Commissioner's
report to the Secretary of the Interior in 1937, 65 tribes had adopted

32
48 Stat. 984 (1934).

33Secretary of the Interior, Annual Report (Washington: Government
Printing Office, 1936), p. Z83.
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bylaws and-constitutions and 32 tribes had ratified articles of incor-
poration for their tribes.34

The Indian groUps were alsoeager to make Use of the revolliing fund
for the purpose of setting up corporations on a tribally owned basis. By

1937, 27 percent of the revolving loan fund ($2,719,931) had been loaned '

outto 17 corporations,' most of which had be.en set up for some form of
industrial outPurrwith primary emphasis on agricultural development,
especially in the'area of livestock operations.35

Extension was the predominant service rendered to the Indian during
.this era by the Bureau., This service was the Bureau'.s counterpart to the

Department of Agriculture's county agent system. The emphasis on the

agrarian economy .did not materially raise the general standard of the"

Indian. In his 1938 report, the Commissioner stated rhat'"Today Indians
are. still poor and many of them live just above the minimum subsistence.
A very few are wealthy; many are in great poverty."36 Although these

conditions had existed since the reservation program was started in the
1800's, the Move to a more balanced effort to provide abetter economy
for the Indian was slowly coming into'being.

The Indians were responding to the changes being effected. In some.

cases, the Superintendents reported exceptional success in utilization of

revolving loan funds by the Indians to set up cooperative associations,
such,as lumber mills, livestock associations, fisheries, and other business
ventures, and by the time the 1939 Commissioner's report was published
there was evidence that the I.R.A. was having the desired effect on Indian
economic conditions.37

A prime example of the improvement in economic conditidns brought
about by the use Of credit to start an enterprise is reported by the
agent of the Mescalero (Apache) Reservation in his report to the Commis-

sioner in 1939. Quoted here in part, he said:

. . The general attitude on the part of the Indians
has improved and the Apaches are wellon the road to perma-
nent economic stability. .Health conditions have improved

greatly and there has been a 25 percent reduction in the

34
Secretary of the Interior, Annual Report (Washington: Government

Printing Office, /937), p. 202.

35/bid.

36
Secretary

Printing Office,

37
Secretary

Printing Office,

of the Interior, Annual Report
1938), p. 373.

of the Interior, Annual Report
1939), pp. 28-29.
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hospital cases on the reservation. This improved morale
can be traced at least in part to the'fact that earned
income per family rose from $450 .111,1935 to $1,056 in 1937
indicating something of an achievement"--of a people who have
gained confidence in their-Afility to do something for them-,

selves.38

The primary source of earnings to the Apache was the cattle operation
operated both as an individual as well as a tribally owned operation.
During the year of 1938, the Indians sold.11,64 head of livItock and
210,540 pounds of dressed meat. The income generated amounted to $356,000,
and the Indians consumed in excessof 105,000 ponads of.meat:39

,The availability Of credit from the revolving fund ha'd allowed the
/tribe to upgrade its herd and the individuals, who wished to go into the
cattle business an opportunity to do so. These ind *totals, by purchasing
from the tribal herd, could get choice yearling he fers on a credit basis
and be'given ample time to repay the loars.40

The problem Of bringing a better economy to the India'n;was being
attacked by utilization of what was considered to bP greatest asset,
his land.'

However, the Bureau still did, not seem to recognize the need for
encouraging the Indian to develOp a nonagraripn form of economic subsis.:
tence:

t The Meriam Report of 1928 had directed public attention to the
economic value of Indian handicraft,-.41 The Indian Arts and Crafts Board,
which had been established in 1935,42 had been charged with responsibility
for promoting the economic welfare of the American Indian through develop-
ment of Indian arts and crafts and searching out markets for Indian crafts-
vmanship.43 However, no real significant income was earned by any of the
workers producing the crafts. At best, this-had provided only 4 supple-
_mental income. There was still need for some-type of pr9gram that would
allow the indian to earn a wage -o provide a livelihood." Therefore,

38
Secretary of the Interior, Annual Report (Washington: Government

Printing Office, 1939), pp. 28-29

3 9Ibid.

40lbid.

41
Secretary of the Interior, Annual Report (Washington: Government

Printing Office, 948), p. 376. ' 0

14'
42

Ibid.

43
Ibid.

44
/bid.
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during the 1948 fiscal year, the Bureau preeared and submitted to Congress

a long -term program of capital-investments for the Navajo and Hopi Reser-
.

vations.45 The 10-year program offered followed a method or procedure

recommended by the Meriam Report of 20 years before. It emphasized the

need for advancing the economic and social conditions of the Indian with

(due regard to the economic resources of, that jurisdiction. Theie was also

recognition that-the Indian must be made a part of the planning when Acting

Commissioner Zimmerman reported:

Planning cannot effective, however, if it involves

people unless thoSe people can participate in the proceedings."

Navajo-Hopi Rehabilitation Act

The Navajo people were anxious to assist in planning, since they and

their reservation had been studied and restudied by outsiders and their

living conditions were still far lower than those of other Ameiicans.

The Navajo Council, under the leadership of Sam Ahkeah, council chairman,

asked for and was given authority by the tribal Members:

1. To take final action on applications from Navajo
Indians seeking business enterprise sites on

tribal'lands.

2. To act with the full authority of the council in
determining the'use of Federi....loan funds for

economic development purposes:47.

The realization that.the Indian population hid.becnme aware of their

economic needs in order to participate in the way of ..ite existing in the

greater part of the United States was-also voiced in 6._ 1949 findings of

the Cva am Committee on Indian Affairs, a part -of the Hoover Commission.

The Commission stated:

. . Indians themselVes, old-and young, full-bloods
and mixed bloods, believe education is essential to the
advancement of their people. Economic.assistance is rarked

with educaticin in importancelin all Indian groups and the

facts support these views. Indian resources are not fully

45Secretary of the Interior, Annual Report (Washington: Government

Printing Office, Z948), p. 369.

4
cD

6Ibid.

47
The Navajo Yearbook (Window Rock, Arizona: Navajo Agency, 198Z),

Report No. VIII, p. 39Z.

27



developed on most reservations and a substantial portion
of,their lands are being leased to othqrs rather than
grazed or farmed by Indian:operators.4°

The committee further found that the Indian wanted to make more
profitable use of his lands but that he needed both training and capital:
The Indian with inadequate or no resources needed assistance in getting
off-reservation employment. There was e definite interrelationship
between education and economic development.'

The final report of the Hoover Commission stated:

It is in the public interest and the interest of the
Indian to thee that Indian people fit into the economic arid
social structure of the country at a sufficiently high
level to enjoy the'henefits of American society and that
each Indian is able to find a place that has some reasonable
relation to his ability and resources . . . Regardless'of
treaties and agreements with Indiar tribes in which a good-

- many specific commitments have been made' as to both educa-,

::tional anCeconomic assistance toward assimilation, the
Indian deserves at least a.fair break because he is a human
and a citizen of the United States.49

Actions of the Bureau and the Navajos, combined with findings of,the
Hoover Commission, were pointing mit a means of increasing opportunities
for developing the ,Indian's resources. The sole emphasis on educating
the Indian to becoMe a farmer was giving way to,a more balanced approach.
A new perspective was presented with a statement from the Commissioner
in his 1949 report:

Development of the property to full utilization and
encouragement of the owner to accept responsibility for
management - these are the proper goals of Indian adminis-
tration. They are the means by which the United States may
within a reasonable time, withdraw from its historical role
and turn over its trusteeship to a trained and responsible
Indian people."

48
The Commission on Organization of the Executive Branch of the

Governme:I, (Hoover Commission, Graham Committed% Ind -an Affal.-.
(Washington: The Commission, 1949), p. 57.

49
Secretary of the Interior, Annual Report (Washingtcn: Government

Printing Office, 1949), p. 369.
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There had been earlier recognitionoof a need for new types of programs,

-
and in 1947, under the proviJion of Public Law 390, Congress directed the

Secretary of the Interior "to submit to Congress his recommendation for

necessary legislation for a long-range p gram" for dealing with the

problems of the Navajo and ,Hopi

While the long-range ppgram was being prepared for presentation to

Congress, many other tribes learned of the action being taken in behalf

of the Navajo and Hopi Tribes. They urged the Congressmen and Senators

of their-various States to introduce legislation authorizing long-range

rehabilitation programs for their benefit. The Papago Tribe, of Arizona,

even assumed a large portion of the responsibility for preparing its own

program through the tribal counci1.52

Demands were building up in the Congress, the Bureau, and the tribes

for a new approach in dealing with Indian economic problems.

Congress responded to these demands during the first Session of 1950

when it brought forth legislation authorizing the appropriation of funds

to be used for development of industrial and business enterprises on the

Navajo and Hopi Reservations.53

The Act, Public Law-474, specifically stated its purpose. was "to

promote the rehabilitation of the Navajo-Hopi tribes of Indians and a

better utilization of the resources of the Navajo-Hopi reservations." It

further stated that appropriations were to be made:

. . to make available resources of their reservations

for use in the promoting of a self-supporting economy and

self-reliant communities, and to lay a stable foundation on

which these Indians can engage in diversified economic activ-

ities and ultimately attain standards of living enjoyed by

other citizens, . . . and the more productive employment of

their manpower.54

-
Sections one and eight of this Act are of particular interest to

this stLiy, since much of the philosophy of subsequent economic develop-

ment of industrial and commercial businesses on Indian lands can be traced

to the provisions of these sections of Public Law 474.

51Public Lain 390, 81st Cong., ZO.Sess. (Z950).

52Secretary of the Interior, Annual Report, Z948, op. cit., p. 378.

"Public Law 474, 80th Cong., 2nd Sess. (Z947).

541bid.
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Section one, subsection (4); authorized an appropriation of $1 million
to be used for "development of industrial and business enterprises." Sec-
tion eight included a statement that:

In the administration'of the program, the Secretary of
the Interior shall consider the recommendations of the tribal
councils and shall follow the recommendations whenever he deems
theta feasible and consistent with the objectives of this act.

Thus, with these specific directions from Congress, the Bureau could
develop a program to be used to attack the ever-present problem; of unem-
ployment and low income through encouragement of Indian participation in
other economic endeavors in addition to the agrarian approach long used
by the Bureau.

Public Law 474 paved the.way for the use of Federallunds specifically
for development of industrial and business enterprises on Indian lands.
However, the Bureau assumed the position that its role should be limited
to stimulation, guidance, and assistance to tribal leaders in developing
joint programming by the tribes and Bureau personnel for establishing ways
and means of improving the economic status of the'Indians. .In looking
toward this end, the Bureau established a new Division of Programs in the
Central Office in. Washington.55

Staff personnel of this new Division visited a large number of the
tribes acid addressed many Indian community meetings on the subjects of
program development,:

As early as 1950, the Bur*au had recogniied that Indians could make
significant advances in a variety of economic endeavors if proper financial
and technical assistance were provided by the Bureau. There was recogt.
nition of a need for.development of programs to encourage Indians to
make use of their physical resources for purposes other than agriculture.
The Bureau envisaged several types of activities that would make fuller
use of the human resources. 56

\

.Such projects as portable sawmills,.box factories, artsand Crafts,
and manufacturing facilities had been encouraged and developed. The
Menominee Trik of Wisconsin had opened a garment factory employing 30
Indian women..." Many of these types of enterprises had been encouraged
and financing had been made available through the revolving credit fund

55
Secretary

Printing Office,

56
Secretary

Printing Office,

5 7Ibid.

of the Interior, Annual Report (Washington: Government
1952), p. 389.,

of the Interior, Annual Report (Washington: Government
1950), p. 357.
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established under the authority of the I.R.A. -As of June 30, 1952,

$11,523,40058 had been appropriated for use in the revolving fund to

finance individual or Indian corporations. The loans were made to

establish income-producing businesses. Such enterprises as tourist and

motel centers, logging and timber operations, and arts and crafts centers

had been established to provide new employment opportunities for members

of tribes.

.The advances made between 1949 -.ad 1953 had been significant, and it

seemed that the programs being developed would provide some guidelines to

be followed in development of the reservations. However, the problems of

financing was still a major problem in establishing businesses. In fact,

between 1951 and 1959, only $238,000 of the $1 million authorized to be

appropriated for development of industrial and huSiness enterprises was

actually appropriated and used.59

With all the planning done to develop the long-range program in 1950

(Public Law 474) to guide their efforts, and the guidance of an experimental

industrial development program Administered by the Advisory Committee of

the tribal council and the Bureau, Navajo efforts to develop successful

enterprises met with little success. Between 1951 and 1954, the tribe

entered into several businesses, such as trading post operations, motel

operations, sawmills, various industrial endeavors, and arts and crafts

projects. By 1955, only the arts and crafts, ,tyg motels, the Window Rock

cbal mine, and the tribal sawmill had survived:°u

It was.evident to some tribal and Bureau officials that many Indian

areas would profit greatly from successful industrial developments, but

on some of the reservations the human and physical resources were inade-

. quate to support manufacturing plants.01

Even an established industry might well-fail, one reason being the

lack of factual data to permit adequate planning. This was Pointed out.in

the Comptroller General's report in 1958.62

58Secretary of the Interior, Annual Report, 1952, op., cit., p. 415.

59The Navajo Yearbook, op. cit., p. 5.

.64211bid., p. Z90.

61 William A. Brophy and Sophie D. Aberle, The Indian, America's Un-

finished Business (Norman, Oklahoma: University of Oklahoma Press, 1966),.

p. 95.

62
U.S., Comptroller General, Administration of Withdrawal Activities

by the Bureau of Indian Affairs) Report to the Congress of the'United

States (Washington; Government Printing Office, 1958), p. 40.
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In contrast to the.lack of ,emphasis on developing businesses and
'industries, the Navajo-Hopi plan authorized $25 million for school construc-
tion, and by 1959':$24,.777,295 had been allocated. The total $4,750,000
authorized for hospital and health'facilities had been allocated.63

There was mounting evidence that the termination policy advocated by
Congress in 1953 was creating some undesirable situations, not the least
being the Bureau"S concentration on the withdrawal of Federal services,
rather than. on the improvement of the Indian's economic situation. 64

The Termination Resolution

On March 25, 1953, a Special Subcommittee on Indian Affairs was
appointed by the House Committee on Interior Affairs pursuant to House
Resolution 89. This subcommittee was established to provide a full and
complete investigation of the Bureau of Indian Affair'. The Bureau coop-
erated fully in the investigation and provided much of the information
needed by the Secretary of the Interior to comply with a provision of
House Concurrent Resolution 108:

To provide Congress with his recommendations for legisla-
tion needed to accomplish the purposes of the resolution: To
free the Indians from Federal control and supervision.

Hearings held under the prpvisions of H.R. 89 revealed that many Bureau
officials, field personnel, and Indian leaders did not feel that termination
was in the best interest of the majority of the Indian people. Howeyer,
the committee found that 74 clans or tribes were believed to be ready for
complete termination; the majority of these were in the States of Washington
and Nevada. Nineteen groups were felt to be conditionally ready, and 88
tribes, comprising the greater majority of the Indian p8fiu,lation, not ready
for termination.65

However, the "Termination Resolution" was passed as House Concurrent
Resolution 108 on August 1, 1953. The resolution did not take the form of
a statute, but did make a declaration of policy with the stated purpose of
freeing all Indians from federal supervision as they became competent to
handle their affairs.

The resolution did not, at the time of its inception, provide for
this termination. Rather, it specifically named certain Indian tribes and
members of tribes residing in the States of California, Florida, New York,
and Texas who should be initially freed from "Federal supervision and

63
The Navajo Year Book, 'Zoc.-.cit.

64
Brophy and AberZe, op. cit., p. Z88.

65
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H.R. 2680, 83:2 (Washington: Government Printing Office, Z954), pp. 3-5.
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control and from all disabilities an limitations especially applicable

to Indians." It further named five tribes TeSiding in other States as"

being eligible for immediate release from Bureau supervision.

The combination of House Concurrent Resolution 108 in 1953 and the

report of the Committee on Interior and Insular Affairs in 1954 seemed to

bring the,Bureau's effortsto promote industrial and business, developments

almost to a standstill. Between 1954 and 1959, the Bureau aided in :the

establishment of only four factories on reservations, with one of the

businesses closing during the same period, A total of 391 Indians became

employed as a result of thesedevelopments.66

Some, of the-tribes specifically mentioned in House Concurrent Resolu-

tion 108 were not ready for termination, and many conflicting opinions on

the desirability of terminatiop were expressed by both members of the

Bureau and the Indian leaders.°7

Fot almost a decade, the Congress and the Bureau had fluctuated

between a paternalistic approach to solving the economic plight of the

Indians and the "hands off approach" established by the "termination reso-

lution.'' Little progress had been shown in the development of industries

or businesses on Indian lands. The tribes had not shown much initiative

in this area, and Congress had allocated'less than 25 percent of the

$1 million authorized by Public Law 474 to the Hopis and Navajos.

In 1957 the Fund for the Republic, Inc., established the Commission

on the Rights, Liberties, and Responsibilities of the American Indian.

The purpose of the commission was to make an appraisal of the effect the

Government's reversal of policy in dealing with the Indian was having on

the Indians themselves.68

The Commission did not issue its first report until January 1961;

however, some controversy had developed over the effectsthe "termination

policy" had on some Indiari tribes. The most concise statement of this

was made by the Wisconsin State Legislature in its 1959 resolution request-

ing that Congress ..etain Federal supervision until the Menominee Indians

were better prepared for termination.69

66
Bureau of Indian Affairs, "Summary Record of Plants Established As-

Result of Indian Industrial Developmen,, Program," (Washington: Bureau of

. Indian Affairs, October 1963), p. Z. (Mimeographed).

67TayZor, op. cit., pp. 63-65.

"Brophy .and Aberle, op.'cit., p. VII.

69U.S. Congressional Record, 86th Cong., 1st Sess. (1959), Vol. 105;

art II, Z4396.
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Some of the tribes did not want to become self-sufficient too.quickly
for fez.. of termination,70 and the Congress seemed to be skeptical of the
need for continuing to support Indians with services that had been rendered
down through the years.71 Some measures needed to be taken to provide
guidelines for future economic development programs which would provide a
simultaneous attack on a broad front to establish enterprises on individual
reservations.

A Program for Indian Citizens

Early in 1961, Secretary of the Interior Stewart Udall appointd a
special task force on Indian affairs whose duties were to include, but not
be limited to, determining what the objectives of the Federal Ihdian pro-
gram should be and to offer proposals aimed at fulfilling these objectives.72

This task force, made up of four men familiar with Indian problems
and an interest in Indian affairs, was chaired by W.W. Keeler, Chairman
of the Cherokee Tribe of Oklahoma and an executive of the Phillips Oil
Company. The task force further included Philleo Nash, a well-known
anthropologist, former Lieutenant Governor of the State of Wisconsin, and
later to become Commissioner of Indian Affairs; James E. Officer, Professor
of Anthropology at the University of Arizona and later an Associate Commis-
sioner of the Bureau; and William Zimmerman,Jr., former Acting Commissioner
of the Bureau.

At the time the: task force was formed and during the time the report
was being prepared, the Bureau's aims were defined as:

1.. To create conditions under which the Indians
will advance their social, economic and
political adjustment to achieve a status
comparable to that of their non-Indian
neighbors.

2. To encourage Indians and Indian tribes to
assume an increasing measure of self-suffi-
ciency.

70
U.S., Comptroller General, AdMinistration of Withdrawal Activities

by the Bureau of Indian Affairs, Report to the Congress of the United
States, op. cit.

71Ibid.

72
W.W. Keeler, et al., A Program for Indian Citizens (Albuquerque:

The Funds for the Republic, Inc., July ZO, Z961), a Report submitted to
the Secretary of the Interior by the Task Force on Indian Affairs.
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3. To terminate,.at appropriate times, Federal
supervision and special services to Indian. 73

As has been shown, under Congressional' and Executive Branch direction
the bureau had placed great emphasis on the last of these aims during the
recent past. During that same period, almost no development of industrial
or commercial activities had taken place.

On July 10,_1961 the task, force submitted its 77-page report to
Secretqty Udall. The report established a foundation upon which a change
in the administration of Bureau programs could be based. The most impor-
tant recommendation made was for the shift in emphasis away from the
termination policy to the establishment of. programs aimed at develkling
employment opportunities for Indian people and utilization of their reser-
vation resources.

I
Three of the recommendations made in the report laid tht foundation,,

for the industrial.and commercial development program currently used by
the Bureau. These were that:

1. The budget for the Branch of Industrial
Development be increasei and Civil Ser-
vice grading of personnel be revised so
as to make possible the employment of
more industrial development specialists.

2. The Bureau assist the tribes in setting
up programs designed to prepare occupants of
Indian communities for employment in tj

industries.74

3. Contact be established with industry, trade
associations, professional organizations,
etc., essential to the attraction of indus-
try to the reservations.75

The task force further suggested reorganization of the DiviSion of

Economic Development to support new economic programs. Several Branches
within the Bureau were engaged in activities directly related to, economic
development; yet they were not in the Division. It was suggested that
the Branches of Credit, Industrial Development, and Vocational Placement

73
Bureau of Indian Affairs, Indian Affairs Manual, Vol. Z (Washington:-

Bureau of Indian Affairs, 1961), pp. Z-2.

74
The term "Indian communities" has often been used to define Indian-

occupied areas from small villages inhabited by Indians to the complete
reservation population.

75
KeeZer, op. cit., pp. Z8-Z9.
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and Training be transferred from other Divisions into the Division of
Economic Development'. This consolidation of activities was expected to
strengthen the overall efforts to maximize utilization of the human and
natural resources of the reservations.

Since the mid - thirties, the Department of Agriculture had provided
extension services to the Indians. It was now suggested that this activity
bereturned to the Bureau and be located in the Division of Economic
Development, thus establishing a full range of economic Ovelopment that
could be coordinated ihrough one Division of the Bureau."

The implementation of these recommdations established a new approach
for attacking the economic problems of the Indian people.

SUMMARY

In this chapter, an attempt has been made to sketch, merely for
purposes of background, the highlights of the legislation, philosophies,
and.programs that have affected the economic development of Indian lands.
Many works are available which treat .intensively the subjects briefly
considered here,, some of which have been footnoted and cited in the
bibliography.

As a result of the constantly changing approach to the development
programs intended to improve economic conditions on the reservations,
both the Bureau and the Indians have had to change their'emphasis
toward economic improvement every few years. The constant changing has
been necessary in many instances, yet has also acted as a deterrent to
improving employment opportunities on many reservations.

From this overview of the historical approaches to economic develop-
ment, attention is next directed to the programs used by the Bureau to
induce employment for Indian people in the past decade.

76
1b7.4.
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Chapter 3

EMPLOYMENT' PROGRAMS, 1961-1971

The programs used by the Bureau in the past had not substantially
reduced the unemployment problem existing on most reservations.) The
Indian unemployment rate was approximately 40 percent orb a national
average and as high as 60 percent on some reservations.4

The problem of high unemployment was accompanied by other problems;
many reservations could not provide means for supplying an adequate
income for all reservation residents, even with total utilization of all
available resources.3 In addition to this, the Indian population in
communities had one of the highest rates of population increases in the
Nation, averaging about 2.5 percent per year.4

All these factors contributed to the Bureau's implementation of a
broad and comprehensive program to alleviate the high unemployment rate
existing on most of the reservations--a program which would lead to

.development of Indian resources and Indian people.5

From 1961 to 1971, the Bureau used five separate and distinct opera-
tions to attack the problems. These were as follows:

1. Adult vocational training programs.
2. Voluntary relocation for employment.
3. Public works projects on reservations.
4. "Force account" construction projects.
5. Industrial development on or near

reservations.

. ,
1U.S., Congreds, House, Committee on Interior and Insular Affairs,

Indian Unemployment Survey, Report, 88th Cong., lst Sess., July 2963
(Washington: Government Printing Office, 1963), pp. VI-VIII.

2Ibid., pp. 667-738.

3
William A. Brophy and Sophie D. Aberle, Th Indian, America's

Unfinished Business (Norman, Oklahoma: Universi Y, of Oklahoma Press,
1966), p. 62.

4
Estimated by Dr. Louis Cong.er-, Chief, Division of Statistics;

BIA, during personal interview September 6, 2972.

5PhiZle Nash, "Indian Adinistration in the United States" (Washington:
Department of the Interior, 1962), p. 7 (Mimeographed), an address given
under the auspices of the School of Graduate Studies, University of Toronto,
Toronto, Canada, December 6, 1962.
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These programs were budgeted for, and used,. throughout the period.

All had an impact on Indian employment problems; however, each used a

different approach to alleviating unemployment'. Their impact on unem-

ployment was evidenced, although not all in the same magnitude.

Adult Vocational Training Programs

The Indian Vocational Training Act of 1956, Public Law 959, provided

for a wide variety of training programs for adults between the ages of

,18 and 35. The program became operative IMmediately, and in 1961 there

were 2,096 participants. By 1962 this had grown to 3,886 (see table 3-1;

page 39).

During the decade 1961-1971, the annual number of participants in

the adult vocational training program rose from 2,096 in 1961 to 7,200

in 1971. Ixpenditures rose from $3,500,000 in 1961 to $19,570,000 in

1971 (see table 3-1). The cost per person trained rose from a low of

'$1,349 in 1961 to $2,718 l 1971--with higher minimum wages creating a

30 percent.rise in costs.

There are 125 occupational training courses being conducted in

approved schools located in 26 States.7 The schools are located in both

urban centers and on or near reservations. However, to locate employment

most of the trainees.must relocate from the reservation area to an urban

_center regardless of where they have .taken their training.8--The lack of

commercial and industrial development,of epterprises in reservation areas

made it unlikely that the trainee could find employment on the reservation; -

or if he could, the job would not be commensurate with the skills learned

in the occupational schools.9 Thus, these individuals often sought work

off the reservation, with Bureau assistance.1°

The number of participants in the adult vocational training program

rose consistently until 1971, when a significantly fewer number of Indian

6The Federal` minimum wage scale rose from MI5 in Z96Z to $Z.60 in

Z968, remaining at that rate through I972.

7Secretaryof the Interior, Annual Report (Washington: Government

Printing Office, 1969), p. 389.

8Henry W. Hough, Development of Indian Resources (Denver: World

Press, Inc, Z967), p. Z90.

9Ibid.

10 Ibid., p. Z9Z.
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TABLE 3-1.

PARTICIPANTS AND COSTS, BUREAU OFD INDIAN AFFAIRS
EMPLOYMENT ASSISTANCE PROGRAMS

(1961-1971)

Fiscal
Year

Relocation
Adult Vocational

Training
On-the-Job Training

---
Industrial & Commercial

Development
.

Participants Costs Participants Costs Participants Costs Participants Costs

..
,

1961 3,468 $ 2,978,000 2,096 $ ..3,500,000 506 $ 118043 Not Avail. $ 260,000(1)

1962 3,494 3,100,000 3,323 4,250,000 736 187,400 Not Avail. 285,000(1)

1963 3,318 2,815,000 3,543 5,391,760 . 476 169,724 1,146 486,800

1964 4,097 2,747,000 3,886 6,673,000 552 292,517 1,514' 506,900

1965 4,523 2,792,000 4,961 9,300,000 656 342,304 1,720 705,900

1966 3,747 3,007.000 6,724 11,421;000 1,302 520,075 . 3,227 694,000

1967 5,599 3,864,000 7,691 13,159,000 1,344 820,277 4,000 666,000

1968 - 5,581 7,267,000 8,064 13,830,000 1,074 1,099,472 4,200 738,000

1969 5,705 . 8,477,000 8,362 15,700,000 1,344. 1,737,841 ' 5,959 773,000 .

1970 7,852 12,761000 .9,218% 25,000,000 1,437 2,079,881 7,975 1,367,000

1971 5,195 13,243,000 7,200 19,570,000 2,220 2,980,000 9,312 2,154,000

(1) Included with Funding of Relocation Branch during year and allocated for activity.

SOURCE: Compiled from data contained in the annual statistical summary, division;of employment assistance, Bureau of
Indian Affairs (1970 processed) and the Budget Office Financial Records provided by Mr. William Searcy,
Division of Budget, Bureau of Indian Affa.
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people were seeking train'ng under provisions of the program. This
may have been caused by the increase in job opportunities in the
reservation areas. This was also true in the relocation program which
many trained Indians had used as a means of leaving the reservation to
take jobs in urban center. T-

Voluntary Relocation

The first mass exodus from the reservations took place during World
War II when some 24,000 men entered the armed services. This was 32

, percent of all the male Indian populatiorybetween the ages of'18 and 50.11
liaay of these,men did not return to reservations but re- .ned in urban

In addition to members of the armed forces, ap, :oximately 40,000

Indians left_reservations to obtain wartime empla;ment, with about 4alf
of them going into industry, where manpower shortages were severe,1J and
the other half going into agricultural fields of.employment.14

denters.12

In 1950 the Bureau opened field or pl,cement offices in several cities
to provide Indians who wis.. ,d to seek emp.,yment off the reservation an
opportunity Lo relocate.15 Between 1952, when the first applicants were
placed, and 1960; the program had relocated 14,652 job seekers, plus
18.753 members Of their families where ple applicants were the primary
s of income for the family group.1°.

Between 1961
3,468 persons per
Expenditures rose
Seeker costs rose

11
Secre ta ry

Printing Office,

12
Secretary

Printing Office,

13
Secretary

14
Ibid.

and 197:, the program grew from 1,822 job seekers and,,
year to 2,591 job seekers and 5,195 persons per year.'"
from $2,978,000 in 1961 to $13;243,000, and per jc
from $858 to $2,549 per participant. (See table 3-1.)

of the Interior, Annual Report
1945), pp. 249-250.

of :he_Interio.., Annual Report
Z946),,p. 353.

of the Interior, 2945, op. cit.

15Secretary of the Interior, Annual Report
PPOting Office, 1951)t)p. 375-376.

_16 Secretary of the Interior, Annual Report
Printing 0;fiee, 1961), p. 296.

17Bureau of Indian Affairs, "Annual Statistical SuMmary," Division
of EMployment Assistance (Washington: Department of the Interior, Z971).
p. 2 (Duplicated).,

(Washingion; Government

(Washir..,- 41: Government

( Washington: 'Government

(Washington: Government
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A significant increase in use Oftherelocation plan occurred in
.1970. Much of the rise in expenditures and use has been attributed to an
increase in participation%by Alaskan Indians )$ This rate did not carry
forward into 1971, when the total participation showed a drop to a

bfigure below that of 1969. This reduction has been partially attributed
to increased opportunities on reservations, and the desire,,to.remain
there.19 a

In t=n years, the Bureau assisted in the relocation of 57.,579 at a
coat of $61,051,000, amounting to 01499 per person relocated.

The relocation plan is completely voluntary. .The participants are
aided by the Bureau Family Assistance Centers located in several major
metropolitan areas throughout the country, e.g., Los Angeles, California;
Chicago, Illinois; and Minneapolis, Minnesota. Tiose Indians who relocate
are subject to the loss of certain Federal benefits available to the
reservation dwellers."

The loss of employment and the reservation benefits has caused some
Indians to live in an alien environment under conditions similar to the
poor reservation life.21 Thus, many Indian.; prefer to remain on the
reservation, regardless of economic conditions. 22- For some of these people,
temporary employment is often available on public works projects. or "free
account" construction taking place on the reservation.

-Public Works Projects

In 1961 the Bureau instituted an Ac.celerated Public Works program
(APW) to upgrade the Indian reservationroad systtss and Indian-owned-
'timber.P There we projects started to improve roads, conservation of
soil and water, and to

than
schools and communityCenters. In fiscal

year 1963 alone, more than $12 million was allotted to the Bureau to be
used for public works- projects.24

18Thid.

19
Statement by G. Gordon Evani and Robert 14,..rriss bureau of Indian

Affairs, personal interview, September § Z97Z.

20
Brophy and Aberle, op. cit., pp. 70 -71.

21
Secretory of the Interior, Annual Report, 1946, op. cit., p. 353.

22
Hough, op. cit., p. 190.

23
Secretary of the I terior, Annual Report (Washington: Government

Printing Office, 1963), 26.

24
Ibid.
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During 1962, 86 projects were started, and by the end of the year

over 55,000 Indians in 18 States were employed in public works projects.

The projects ranged from small ones, using a few men to clean up road-

sides to reduce.fire.hazards to Indian timber stands, to major projects

of building roads and community centers using large numbers of men and

substantial amounts of heavy equipment.

The road projects of the All program, in addition to providing employ-

ment for reservation residents, also relieved one factor that has operated

for many years to retard full economic and social.dgyelopment on Indian

reservations--the lack of adequate road facilities."

Road construction projects in?'1963 completed 651 miles of roads.
These operations encompassed 88 different roads and 38 reservations through-

out the Nation.27 During the same period, 14 community centers were started

and 11 completed. These centers were badly needed on many reservations.
Without them, tribal gatherings were difficult and there was less cohesion

in the Indian communities."

The Bureau has two principal methods by which construction and main-

tenanr can be accomplished. Oneis by awarding of a contract to a private

contra,Lor; the other is the "force account,"which calls for diKg.ct involve-

ment of the Bureau and requires the Bureau to supervise the job.

"Force Accounts"

In 1961 the Bureau adopted the following policy for construction work:

The. force account method shall be used when justified

by the employment and training of Indian workers, and where
the acquisition of equipment can be justified. The contract

method shall be used on projects where Indian workers are
not available, or where the acquisition of specialized equip-

ment cannot be justified."

25
/bid.

26Secretary of th6 Interior, Annual Report (Washington: Government

Printing Office, 7-962), pp. 26-27.

27Secretary of the Interior, Annual deport (Washington: Government

Printing Office, 1963), p. 26.

28Secretary of the Interior, Z963, op. cit., v. 27.

29
Ibid., pp. 27-28.

30
Ibid., p. 28.
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Use of the force account method requires employment of Indians to the
greatest extent Possibleand generally provides more opportunities for
Indian employment.31 Experience by the Bureau also indicates that use of,
the method furnished Indians much-needed construction experience. This
was pointed up by Congressmen Ben Reifel in 1964 when he said:

One of the areas in which Indians have in the past
gotten experience so they can go out and earn a living,
where there aren't jobs on th reservation,-has been
nrough force account labor.34

Implementation of this policy has enabled the-Bureau to provide some
employment opportunities to who would not normally be'employed if
outside contractors were used. The value:of the force account method
is best shown by the increase in employment of Indians after the first
year of the policy. In 1961 there were 1,260 Indians employed on projects;
this had increased to 2,847 by the end of 1962, over a 125-perqent increase.
In 1963 the force accounts employed an ;dditional ,900 Indians."4

However, because of the limited size of most reservations, new:con-
struction and rehabilitation type projects do not normally provide for
long-term continued employment.35 Such employment has been a major prob-
lem, and in 1961, Secretary of the Interior Stewart Udall appointed a Lisk
force to study the Indian situation.36 One recommendation of the task
force led'to the establishment of the industrial and commercial development
program.

Industrial Development

Thg 1961 task force recommended theuseof long-range planning for
industrial developwrt and a reorganizatipn to enable the Bureau to accom-
plish such a goal.'

31
U.S. Congress, House, Committee on Appropriations, Department of

the Interior and Related Ai.lencies Appropriations for 2965, Hearings be re
Subcommittee, 88th Cong., 2nd Sess., February 7, 2964,(Washindton:
Government Printing Office, 1964), p. 824.

32Ibid., p. 826.

33Ibid., p. 912.

34Secretary
of the Interior, 2963, op. cit., p. 28..

35
U.S., Congress, House, 88th rongreSs, 2nd Session, op. cit., p. 826.

36
Secre4lry of the Interior, Annual Report, 1961, op. cit., p 277.

. 37
W.W. Keeler, et al., A Program fcr Indian Citizens (Albuquerque:

The Fund for the Republic, Inc., July ZO, Z961), p. 62, a report submitted
to the Secretary of the Interior by the Task Force on Indian Affairs.



Prior to 1961, the industrial
development program was at best a

haphazardprogrr rly financed and loosely controlled. Acceptance

of the 1961 t ce remmmendations by Secretary Udall and the

officials of the Etneau opined the.way for establishment of policies

that would enable the Bureau to develop a long-range program for the

economic development of Indian lands.345

The first significant action of the Bureau waF to implement the

recommendation of the task force and establish a new Division of Economic

Development, headed by an Assistant Lommissioner.39 This made it possible

for the Bureau to bring into one Division all the activities that were

being focused on the development of economic Opportunities on reservations..

(See Figure 3-1 or. page 45.) These included the programs of agricultural

assistance (irrigation construction, range management, and agr_culture

extension), forestry work, activities in leasing, road construction and

maintenance of roads linking remote Indian localities with major marketing

centers or.transportatiOn arteries. The activities further included the

revolving credit fund which supplied the financing--over and above that

available from some ordinary sources--needed for the development of tribal

and individual Indian economic enterprises, and the industrial-program to

assist tribes in the inducement of private manufacturers to establish

plants on or near reservation localities so that tribal members could enjoy

greater opportunities for year-round employment.40

Because the potentialities for economic growth varied greatly from

reservation to reservation--depending on the type and quantity of physical

resources, the availability of manpower and skills, proximity to markets,

and many other factors--comprehensive planning for each reservation and

tribe was the first step in the development of en effective program for

economic advancement of Indian people.,

During early 1962, the Bureau' formulated plans for strengthening of

the planning liaison function at the Agency level to provide tribes with

greater technical help In the development of techniques to be used in

attraction of industries and enterprises to the reservation areas.41

The Bureau allotted $260,000 to the'industrial development program

in bbth 1961 and 1962. There were needs for feasibility%tuaes, financing

of Indian developments, and road construction. With the, limited budget,

the Bureau could do little more than provide guidance to attraction of

38Secretary of the Interior, Z96Z, loc. cit.

39Secretary of the Interior, 2962, op. cit., p. 8.

40Ibid., pp. 9-10.

41
, Ibid., p. 10.
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1

industry. However, in. 1963 the budget was raised to $468,000, and the.
Bureau undertook the task of developing 26 feasibility studies to explore
the feasibilih of Iodating various types of economic enterprises on
Indian lands.

Indian reservations were specifically mentioned as being potentially
eligible for financial assistance in the Area Redevelopment Act of May 1,
1961.43 Of the 215'reservation areas, the Bureau succeeded in having 51,
encompassing 56 tribes, designated as "Reservation Redevelopment Areas"
under the eligibility standards in this act.44

With assistance from the tribes, the Bureau prepared overall economic
development programs ( OEDP's) for 27 of the reservation areas and submitted
them to ARA. Twenty of these were given provir:onal approval by ARA-by
the end of 1962, and the Bureau development personnel started preparing .

OEDP's, which were required by ARA within one year after tentative approval
was granted.45

In addition to the OEDP's, tribal officials, with Bureau assistance,
prepared and submitted 51 requests for grants to make feasibility studies
for establishment of enterprises. Nineteen feasibility studies were
performed for various. types of economic, developments under grants approved
by ARA. During 1962, a total .of $718,343 was made available to the. Bureau
by ARA, and in addition to the 19-approved assistance grant contracts, 32
more were awaiting approval."

Besides the funds granted by ARA for feasibility studies, the Bureau
solicited aid for the financing of industrial and commercial developments.

These initial steps led to establishment of the industrial and commer-
cial development program used by the Bureau and tribes in the 1961-1971
decade to promote iodation of industries on Indian reservations,.or within
acceptable commuting distance of ndian communities. In some instances,
this has been as far as 65 miles.47

42
Secretary of the Interior, Z963, op. cit., p: 28.

43
75 Stat. 47 (Z96l).

44
Secretary of the Interior, Z962, Loc. cit.

45Ibid.

46'
fromfrom data in Area Redevelopment Agency, The Annual Summary

of Approved Projects (Washington: Department of Commerce, Z965).

47
The Phoenix Gazette, September 30, Z969.
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The activities of the program, and the impact those activities have
had on the total problems of high unemployment and low income of Indians
residing on reservations, are discussed in subsequent chapters. In\some
instances, the impact the program has had on economic problems of specific
reservations is discussed.

1

SUMMARY

In this chapter, the major programs used by the Bureau to increase
the number of employment opportunities for Indian people have been dis-
cussed. We have seen that the relocation, adult vocational education, and
public works and "force'account" programg have made it possible. for many
Indians to become employed. We have further seen that the programs
have suffered some limitations.

The relocation program has provided.many Indians with an opportunity
to become employeu. However, in order to become employed they, and perhaps
their families, have to leave their reservations and move to urban areas.
The move sometimes works to the Indian's disadvantage. He,may well lose
many of the benefits that were available to him.on the reservation; he
may lose his job and su.ffer a loss of economic stability in an alien
environment.

The adult vocational training program has made many Indians more
employable by providing them with an education in a field of endeavor that
makes it possible for them to earn a living. This program also evidences
some disadvantages in that many Indians cannot find employment on the
reservation where they reside, nor within proximity of the reservation
even though they may be willing to commute long distances.

The public works and "force account" programs have also provided
.many employment opportunities. Construction programs used to build needed
facilities on the reservations have been extensive, bt.t, as we have seen,
many reservations are too small to provide continued employment to Indians
skilled in construction trades. Thus, these people must leave their

'reservations if they are to enjoy permanent employment.

The Industrial and Commercial Development Program as recommended by
the 1961 task force may well be an effective way to provide the Indian
people with opportunities for employment on their own reservations. The
added employemnt and income opportunities Made possible through this
program are analyzed in the following chapters.
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Chapter 4

PROBLEMS SURROUNDING ESTABLISHMENT
OF INDUSTRY, 1961-1971

The preceding chapter reviewed very briefly the various programs used
to increase employment and income opportunities for Indian people. It

was pointed out that there were problems present in three of the programs:

(1) Relocation requires the Indian to leave the reservation; (2) adult
vocational education prepares for types of employment which may not be
present on the reservation; and (3) the,public works program and "force
account" projects often provide only short-term employment. The fourth

program, Industrial and Commercial bevelopment (ICDP), appears to be one

that c:uld provide long-term employment opportunities for Indians desiring
to remain on their own reservatio-s.

This chapter is devoted to an analysis of the problems encountered
by the Bureau in implementing one recommendation of the Task Force on
Indian Affairs, whose report had been accepted and endorsed by the Secre-

tary of the Interior in 1961.
1 The major recommendation considered in

this chapter is that which said the Bureau should make a more vigorous
effort to attract industries to reservation areas.2

The following problems and factors encountered in attracting indus-
tries to locate in r;corvation areas, and in developing new business
endeavors on reservations, are discussed: .(1) Bureau organization,
(2) location of reservations, (3) financing programs, and (4) special

problems of ICDP. The special problems discussed include internal funding
and training and maintaining a stable labor force in the industries estab-

lished.

BUREAU ORGANIZATION

A specific program of industrial development was established by the
Commissioner of Indian Affairs in his administrative memorandums issued

in August 1955 and October 1959.3

The 1959 organization placed the Branch of Industrial Development
under the direct supervision of the Assistant Commissioner, Division of

1
Secretary Of the Interior, Annual Report, 1961 (Washington: Govern-

.,

ment Printing Office, 1961), p. 277.

3
Bur3au of Indian Affairs, "Indian Affairs Manual" (Washington:

Bureau of Indian Affairs, 1959), Section 84, Part 1.4 (Duplicated) .
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EConomic Development, Organizationally with the Division, the Branch
was assigned staff reponsibility for all industrial development functions
of the Bureau.4

The reorganization of the Division of Economic Development which took
place in 1961 had no direct effect on the functions of ICDP, nor on its
responsibilities.5 These responsibilities were broadly defined as planning,
developing, and evaluating field implementation of the Indian Industrial
Development Program.6

The Central Office staff, under the Chief, Branch of Industrial Develop-
ment, in Washington, D.C., would conduct their program through, and with
the assistance of, industrial development specialists in the Area Offices.
The role of the Central Office was well spelled out in the operations manual
of the Bureau, where it"was stated the duties would be to:

1. Formulate and recommend general policies and plans
for the development of long-range programs of industrial
development on or near reservations, which will encourage and
promote the location of private manufacturing or industrial,
plants to provide job opportunities for Indian people.

2. Establish standards of operational policies and pro-
cedures to be followed in conducting the Indian industrial
development. program within the jurisdiction of the field offices.

3. Provide, through the Area Directors, staff guidance
and assistance to the Area Industrial Development Staff.°

Reorganization of the Division of Economi,: Development in accordance
with the recommendations of the Task Fordc had little material effect on
the organization of the industrial development program, other than to
consolidate the principal activities and functions most often involved in
establishment of an industry under one head.9

4Ibid.

5
Statement of Franklin G. Hutchinson, Bureau of Indian Affairs,

personal interview, April 3, 1972.

6Bureau of Indian Affairs Manual, op. cit., Section 1.4A(1)(b).

7Ibid., Section Z. 4A (1)(c).

8Ibid.
sSection 1. 4A( 2) .

9
Statement of George W. Hubley, Jr., Former Assistant Commissioner for

Economic Development, Bureau of Indian Affirs, personal interview,
August Z6, Z97Z.
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Since the reorganization that 'took place in 1961, there have beea
no major organizational changes made which would affect the program.
There have been changes in emphasis from time cotime; however, for the
tost part, the program has followed the basic policies established in
the late fifties.10

1 The major advantage of the new Economic Development Divison's con-
()

solidation of activities was the creation of an easier means of coordi-
nating all the actions necessary to establish an ongoing business on a
reservation.11 The uniqueness of Indian reservations and the Bureau's
responsibilities for Indian development cause many special problems that
must be solved before a business can become operational. All these prob-
lems are coordinated through the Division.

Coordination of Development,

Because of the trust responsibility of the Bureau, development of an
enterprise on Indian lands requires action by several Divisions of the
Bureau before ICDP, the.tribe, or outside entrepreneurs,can proceed with
development activities.

There is no,typical program for r,tvelopment of a business endeavor
on Indian lands. However, a review of the flow of activities required to
start one enterprise, which according to one Bureau official12 was a simple
project encountering no unusual problems, will provide an insight into the
problems:of becoming_ operational.

In establishing plr.ats on reservations, there are three major elements
involved: (1) the client, (2) the tribe, and (3) the operational facility.
Standing between these elements are the Bureau and other agencies necessary
to the creation of an ongoing concern on Indian lands:

The activity starts with an exchange of information between'the client
and the /Bureau. In this case, 53 days were used to complete negotiations.
The flow from client to tribe goes through ICDP and back until initial
plans are satisfactory to both parties.

IC 4P must then work through various Bureau offices to coordinate the
activities, getting approval for leases from Real Property Management and
Real Estate Appraisal; approval from Employment Assistance for training
funds when required by the enterprise; and approval on credit arrangements..

10
Ibid.

11
Ibid.

12
Statement of G. Gordon Evans, Division of Industrial Development,

Bureau of Indian Affairs, personal interview, August Z7, Z974.
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These actions in this project. required 15 days. Establishment of train-
ing programs and training of individuals required 132 days, being coordi-
nated through the office of Employment Assistance. Other actions by the
Bureau, the tribe, and the entrepreneur required 138 days.

A review of activities showed an elapsed time of 191 days between
the_opening of negotiations and the starting operations of the enterprise.
Several firms whose histories are included in appendix B have shown a

-----
longer period of time elapsing between initial negotiations and beginning
operations. However, each of these entities was coordinated th-iOugh the
Bureau, although not always through the Central Office in Washington./-

The current structure of the Bur au--Often places Area Directors of
the 11 Areas between the program rector in the Central Office and the
Agency personnel or tribal of icialq.,,Aqhis provides a means of'coordinating
activities necessary to establish a(business activity on a reservation.
If there is a breakdown in coordination and the decision authority is moved
down to the Area or Agency level, several problems can arise.

Eor example, Economic Development Administration (EDA regulations
require their projects be developed with loc-1 officials.1.5 In dealing
with Indians, this is most often interpreted as tribal officials.14
Nevertheless, EDA requires Bureau approval of projects before EDA approval
is granted. The Bureau does not always require that a proposed project be
fully reviewed by a development specialist. This may allow an individual
without the necessary experience or qualifications to have final approving
authority for highly technical projects.)5 It has caused the occurrence
of serious mistakes, creating unnecessary problems to tribes and tor.
An excellent example of this happened in Arizona.16

In Parker, Arizona, plans were formulated fpr development of an
industrial park. The project, costing $350,000, was approved by Area
officials for location on the-north side of a railroad and a principal
highway. If the park had been developed on the south side of the road,
where an Indian-owned site containing an industrial building formerly
occupied by the Parker Textile Company was located, many future problems
could have-been alleviAted.17

13
Ibid.

14
/bid.

15
George Hubley, Jr., op. cit.

17
Company history file, PPest Wheel, Inc. (Industrial Development

Division, Bureau of Indian Affairs,' Washington).
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As a result of inadequate coordination and planning, a separat'e
-project was required to construct a railroad spur to the existing build-

ing when the building was again utilized by a firm as a manufactiming 4

facilit*. 18

The strained relations between the tribe and the management of the
new enterprise' could be traced to the delays caused by the time involved
ih arranging for and building thespur.

Although problems such as'this may occur, the Area Office development
personnel are located nearer- the reservations and, because of the isolated
location of many reservations, may well be better informed on local con-
ditions than Central Office personnel.

Reservation Locations

The majority of Indian reservations of the United States are in
isolated areas of the Western half of the country, with Arizona, New Mexico,
and MOntana having the greatest area of Indian lands.19 (A map of Federal
Indian reservations is included on the following page.) Excluding OklahOma,
which has no actual reservations but is heavily populated with Indian people,29'
the States of Arizona (115,002), New Mexico (x¢,835), and South Dakota
(29,707) have the heaviest Indian population."

The location of many reservations has acted as a deterrent to attract-
ing industry to the reservation areas.22 Lack of transportation facilities
or nearby markets often makes it difficult for Indian.peoph: or the Bureau
to make an offer of added inducements for an industry to locate where it
is most needed to improve the economic. status of the p9pulation.23

18lbid.

19William A. Brophy and Sophie D. AbbrZe, The Indian, America's
Unfinished Business (Norman, Oklahoma: University of Oklahoma Press, Z966),
pp. 215-216.

2C
Based on personal correspondence between J.B. Ray, Industrial

Development Specialist of the Muskogee, Oklahoma, Area Office, Bureau of
Indian Affairs, and the writer.

21
Theodore W. Taylor, The States and Their Indian Citizens (Washington:

Government Printing Office, Z972), p. Z76.

22
James Al. Murray, Industrial Development on Indian Reservations,

UpperMidwest (Moorhead, Minnesota: The Upper Midwest Research and
Development Council, Z969), p. 6.

23
Ibid., p. 23.
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Key to reservations on which case
Study industries are located

1. Colorado River, Ariz.

2, Laguna, N. Mex.

3. Rosebud, S. Dak.

4. Santo Domingo, N. `t 'f.
5. LacCorte Orielles, Wisc-

C 9 6. Seminole, Fla.

5,

7. Spokane, Wash.

8. Navajo, Ariz.

. 9. Crow, Mont.
10. Gila River, Ariz.

11. Winnebago; Neb.
12. Turtle Mountain, N. Dak.

13. Warm Springs, Ore.

14. Navajo, N. Mex.

15. Ft. Belknap, Mont.

16. Choctaw, Miss.

17. Red Lake, Minn.

18. 'Camp Verde, Ariz.
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The problem of geographic disadvantages has further been compounded
by an almost continuous lack of adequate sources of credit24 and sufficient
tribal capital to attract financing for industrial development. Federal
funding programs have been many and varied with each making a contribution
to the efforts of,the ICDP.

Financial Programs

The communities, which are considered the center of reservation life,
seldom have commercial banks or other conventional financial institutions.25
As a consequence, financial resources available to firms locating on the
reservations are not often typical of firms in the rest of the Nation.
One of the most obvious differences is that part of the financing is often
provided by the tribe. Seven of the 15 companies studied in depth had
tribal funds invested. (See table 4-1, page 55.) _

Indians are limited in sources from which they can obtain capital
financing and working capital necessary to establish and operate a large-
scale industry. 26 Because of the_pecullar-lega-status-of-Indian 'lands,
commercial banks often refuse to advance capitalto Indians,27 since trust
land cannot be used for security.

The'primary source of funds from which the Indians could obtain loans
had been the Revolving Loan Fund. This fund has been fully subs5gibed in
recent years and has almost no funds.available for making loans. There-
fore, if a tribe wished to establish a business, another source of funding
had to be found.

:Tribes'that have not been able to accumulate funds often have only
land arid-labor available. Thus, the Bureau has had toassist them in
getting fundg--from other Federal agencies that have fundsavailable to
make loans .or grarits,to Indian tribes or individual Indians-wishing to
start a business. The major programs available have been the:

24
Reeler, op. cit., pp. 12-13.

25Murray, op. cit., p. 48.

26
Murray, loc. cit.

27
Henry W. Hough, Development of Indian Resources (Denver: World

Press, Inc., 2967), p. 262.

28
Alan L. Sorkin, American Indians and Federal Aid (Washington:

The Brookings Institution, 1971), p. 70.
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TABLE 4-1

SOURCE OF FUNDS FOR
CAPITAL FINANCING
OF SELECTED FIRMS

' FIRM A.R.A. TRIBAL COMMERCIAL EDA LOANS EDA GRANTS
0E0
GRANTS PRIVATE I.B.D.F. SBA LOANS

PAR4F2 TEXTILE COMPANY '3351,087 $ 54,014 $108,027(b) $200,000

BURNELL !, COMPANY, INC. $500,000

FIRESTEBL LUMBER COHP;AUY $ 4o,000 $400,000:a) $617,000 $915,000

FAIRCHILD SEMI CCNDUCTOR ,
0

DIVISION $463,000(b)

SUXTEX_VENEZI
N/A

IOWA NW PRODUCTS INC: N/A

' OMWI-LABS INC.
N/A

FT. PECK TRIBAL INDUSTRIES $35,000. $40,000 $200,000(a)(b'

CHATA ENTERPRISE $366,482()) $320,000 $50,000

to
BIG :CORN CARPET ',TILLS $165,000 $223,000(b) $715,000(b) $200,000

til GEWZRAL DYNAMICS INC. $800,000

BARRON OONTAINER.CORPORATION $768,000 $6o0,0oo

WARMS 3PRING ASSY. PLANT
N/A

TURTLE MOUNTAIN INDUSTRIES* $ 1,000

FT. BELKNAP BUILDERS '

$350,000(b) '^ 41.

Key

(a) Government Guaranteed Loan
(1) Loan to Tr be
* This Firm Also Had $10,000 Loan From the Revolving Fund

Source: Compiled by the author from data contained in case histories included as appendices

B-1 through 8-18

F
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1. Area Redevelopment Act of 1961.
2. Office of'Economic Opportunity.
3. Economic Development Administration.
4. Small Business Administration (SBA-8).

Each of the programs has been used by both the Bureau and the tribe
as a means of financing various enterprises. These programs varied with
their content and implementation by the tribes and the Bureau. Each is
discussed below.

Area Redevelopment Act of 1961. As was discussed in Chapter 3, page
46, leAreattItcto961 established a means for the
'Bureau to fund many studies needed to establish a sound prograth for develop-
ment of reservations. In addition to the funding of the studies, the ARA
also provided loan monies to firms wishing to establish a business in a
reservation aea. It approved and provided tinancing_for_development of
eight enterprises to be located on or near Indian lands. Seven of these
loans were made to firms included in this stuey. One of the companies
granted a loan (Dickson Electronics, Arizona) never established a plant,
nor did it utilize any funds.

Companies granted loans established 'plants ranging from a large lumber
facility, an electronics firm, to a textile weaving plant. Although two
firms defaulted on loans amounting to a total of $490,000, the other enter-
pLses are still operational, enjoying varied levels of success and employ-
ment.

During the comparatively short life of ARA (1961-1965), $7,015,000
was authorized for use in the development of industries ia reservation
areas. However, only $2,855,000 was actually dispensed to the firms.2

Office of Economic Opportunity. The Office of Economic Opportunity
(OEO) provided loans and grants for community development and training.
Often tribes were successful in getting OEO grants to provide for training
of tribal members. One such case is that of the Zuni Tribe in New Mexico.

In late 1966, the tribe started a training program with a $208,741
grant from the OEO, approved during the summer. A craftsmen's cooperative
formed to help expand the range of Zuni jewelry- making skills and to
teach Zunis marketing techniques.

Although, many Zunis are skilled in the art of silversmithing, others
have only marginal skills and training. Under the training program,
40 less experienced men were trained to increase the quality and quantity,
of their production.

29
Area Redevelopment Administration, The Annual Summary of Approved

Projects (Wash.,:ngton: Department of Commerce, 1965).
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Because almost every Zuni family has at least one member who works
in some part of jewelry production, increased income from this source
would be of broad-gauge benefit to the entire Pueblo,

Formulation of a making-and-marketing cooperative is also expected
to preserve traditional skills which have been dying out because of the
limited income derived by individual craftsmen who have no part in the
marketing of their war( ; 30

Funds and programs available for training of a labor force were

adequate. However, a need existed for a source of funding that would
make it possible for tribes and firms needing investment capital to
obtain it. The Public Works and Ecolomic Development Act of 1965 has
been used extensively for this puppose.

The importance of this act to the Bureau's ICDP makes it advisable
to present its provisions in some detail.

Eco-omic Development Administration. The Public Works and Economic
Development Act of 1965, which became law on August 26, 1965, seemed to
offer an opportunity to obtain capital financing for the ICDP. The pre-

amble laid the foundation for the act to be used in developing Indian
lands. It stated that the act was:

To provide grants for public works and development
facilities, other financial assistance and the planning and
Coordination needed to alleviate conditions of substantial
and persistent unemployment and underemployment in economic
cally depressed areas and regions.31

Title I of the act authorizes graiits for public works and development of
fac;lities to States, a political subdivision thereof, Indian tribes, or
private or public non-profit organiza_ions or associations representing
any redevelopment area. The monies must be used for specific purposes,
such as acquiring or developing lrInd and improvements for public works;
developments of facility usage; and the acquisition, construction, reha-
bilitation, alteration, expansion, or improvement of such facilities,
including related machinery and equipment within an area designated as a

redevelopment area. The project for which funding is sought must directly
or indirectly tend to improve the opportunities in the area in which the
activity is to be located. This section of the act specifically deals with
the establishment of industrial or commercial facilities, or the expansion
of existing facilities in the assistance of creating long-term employment
opportunities in the area.

30Indian Record, Department of the Interior, December 2966, p. 2.

31Public Law 89-Z36 (1965).
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Title II provides for purchase by EDA of existing indebtedness of
facilities. It further authorizes making bf loans for the purpose of
assisting in the improvement of opportunities for development of indus-
trial and commercial enterprises. These entities must provide long-term
employment or primarily benefit the long-term underemployed or low-income
families. Section 202 of this title specifically includes Indian tribes
as eligible applicants for such assistance.

Title IV, "Area and District Eligibilit;," establishes a proviso that
Federal or State Indian reservations and trust or restricted Indian-owned
land areas which m-aifest great degrees of economic distress, on the basis
of unemployment and income statistics and other appropriate evidence of
economic underdevelopment, can be designated as redevelopment areas and
thus qualify for all benefits provided by theract. Indian tribes which
had been unable to attract industries, with or without Bureau assistance,
could now start to program the development of their lands.

Provisions of the act made it possible for the BureLl to move forward
in assisting tribes in developing business enterprises. Lack of capital
financing was somewhat alleviated. It was also now possible for the
tribes to seek out loans from commercial sources under the loan guarantee
provisions of the act. This tended to enhance the opportunities for the
Indians to attract industries to their lands.

The ARA and EDA programs have become an integral part of the total
financing program available to the tribes. However, these programs are
primarily designed to assist in attracting industry to locate on reserva-
tions. The Small Business Administration (SBA) program extended a further
opportunity to tribes wishing to take advantage of its provisions.

Small Business Administration. The Small Business Administration
program and its provision for the SBA's unique authority to become a

Government prime contractor, yet subcontract the performance, was inactive
until early in 1968 when it was activated to permit defense contracts to
be placed with firms32 cooperating in the national program to provide jobs
for minority "hard core" unemployed.

In 1969, the objective was refocused on SBA's more specific mission
--to increase minority-owned enterprises. This prOgram had two parts:
part one, to promote the development of wholesale, retail, and franchise
operations; and part two, the promotion of operations oriented toward
manufacturing or service functions.

32
SmaZZ Business Administration, Developing Indian Owned Businesses

(Washington: Small Business Administration, 1970), SBA pamphlet; SBA
Background Documents, Background Statement on SBA's Program to Promote
More Minority Participation in Productive Enterprises and Status of d(a)
Contract Negotiations, April 1969.
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The authority contained in section 8(a) of the Small Business Act

allows the SBA to take and to place Government contracts. In,essence, it

allows SBA to negotiate prime contracts with Government purchasing ac;ents

at such prices, terms, and conditions as the agencies may agree upon. The

authority contained in section 8(a) makes it possible to depart from

conventional regulations governing prime contractors and eliminated condi-

tions imposed by procurement laws normally applied to Government agencies.

It makes it possible for SBA to enter into contracts with new or established

business firms, using sole-source negotiation techniques to ascertain that

the contract was placed with the specific firm to be assisted in the

program objective.

With the change of program direction from emphasis on employment to

emphasis on entrepreneurship, the program provides some elements of

assurance of success to a minority business venture. In thil respect, the

Government subcontract becomes the "seed" used for founding or expanding

the enterprise. A critical element required for participation in the

program is long-range planning by the minority party concerned.

The long-term objective of the firm must be independence from need

for further Government assistance. There must be some evidence that the

company has the ability to grow.and prosper in a normal competitive environ

ment; this, submiss'on of acceptable plans is one of the conditions of

SBA contract suppo . Acceptance of the plan obligates SBA to provide

contractual as w as financial and management assistance expressed in

the approved p an. As a condition to approval, SBA must have a "drawing

account" of prime contract commitments from Government procurement agercies

having both need for the product or serv'ce and the aut.ority to place

contracts with SBA. Procurement agenc, :ooperation is essential to the

operation of the program.

SBA recognizes that both managerial and financial assistance is essential

to the operations of new and growing firms. Thus, while wholly owned Minority

enterprises occupy the highest priority in SBA's planning, SBA also accepts

divestiture arrangements by large firms. These firms, in order to partici-

pate in minority programs, must agree to create minority-owned companies

which they are willing to assist through the early stages of development

and subsequently divest themselves of all financial interest and control.

The minority party then assumes full control over the business operations.

The requirements for program participation could often be met by an

Indian enterprise, aid the BureauencOuraged such participation. One of

the early contracts let by SBA under this program was made to a tribally

owned enterprise formed to take advantage of contracts of SBA. This

enterprise, Fort Peck Tribal Industries, operated under contract for the

reconditioning of rifles for the Department of Defense. The history of

this firm is included as appendix B-10.
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The need for loan capital available from the Bureau had been apparent
for many years.33 In 1967, the Bureau submitted proposed legislation
titled "The Indian Resources Development Act." This omnibus bill became
known as H.R. 10560. The bill was an extremely comprehensive program which
was believed to be essential to the efforts being made to alleviate the
economic problems of the Indian people. Although this - proposed legisla-
tion failed to gain the approval of Congress, its provisions are considered
to be important to the study of Indian economic development. Therefore,
the major provisions of this bill are included as appendix A.

The failure of H.R. 10560 to win congressional approval led the Bureau
to acquire funds for promoting individual entrepreneurship. The Bureau
introduced its Indian Business Development Fund in 1970.

Indian Business Development Fund. Lack of capital has long been one
of the deterrents to the development of Indian-owned business enterprises.
The Bureau attempted to alleviate this problem through implementation of
the newly introduced Indian Business Development Fund (IBDF), established
by the Bureau in November 1970 under authority contained in the Snyder
Act of 1921. The provisions of IBDF are briefly as follows:

1. The IBDF is a new grant program aimed at increasing
business ownership, entrepreneurship, income, and employment
for Indians. Its substance it to'provide a readily available
source of initial capital, on a grant basis, to Indian individ-
uals, tribes, and associations for establishing business enter-
priSes of a permanent nature on or near reservations. Grants
will not be proffered in cases where financing can be obtained
without grant assistance.

2. The program is designed to be administered, insofar
as possible, at the point where the business is to be estab-
lished. However, the Central Office of the Bureau may make
direct grants if funds are not available at the agency level.

3. The Central Office is responsible for overall admin-
istration of the fund, with the Division of Economic Develop-
ment serving as an automatic review authority for all grants
refused at the local level.

4. The maximum grant shall not exceed 40 percent of the
total development costs of the project or enterprise unless
approved by the Associate Commissioner for Education and
Programs.34

33
Bureau of Indian Affairs, Evolution of the Indian Industrial

Development Program (Washington: Department of the Interior, 1969),
pp. 2-3,

34
Extracted in part from Bureau of Indian Affairs Manual

Release 80-3 (Washington: Department of the Interior, Bureau of Indian
Aff-iri, 1970) (Unpublished).
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The Division of Economic Development, Bureau of Indian Affairs, ,

immediately integrated this program into the overall ICDP efforts to
develop Indian-owned enterprises.

One of the earliest IBDF applica%ions resulted in the development
of the Chata Construction Company, an Indian-owned enterprise established
in the newly opened Chata Industrial Park located near Philadelphia,
Mississippi. A history of the short life of this firm is includdd as
appendix B-11. During the first year of operations, the IBDF provided
seed money for some 112 Indian-owned enterprises.35

This program was not funded for the 1973 fiscal year. The short
period of time it existed precludes making an analysis of the success of
such a program as it relates to developing businesses_ that will continu-
to remain operational and enloy a level of success necessary to earn
profits without further subsidies from the Buieau.

While IBDF failed-to get funding for future operations, the "Emer-
s;

gency'Employment Act of 1971"36,authorized the expenditure of $1 billion
in fiscal year 1973 to provide unemployed and underemployed persons with:

. . . Transitional employMent in jobs providing needed
public services during times of high unemployment and whenever
feasible, related training and manpower services on reservations,
employment and training not supported by this act. o

The Department of Lobar-announced in September 1U1 that Indian
tribes would be allotted $8.4 mihion_of these funds. If they can be

applied to the establishment of entities which will be used to construct
additional highways, utilities, and other needed services on reservations,
the funds could well enhance the opportunities for tribes to establish
successful bdsiness endeavors.

Development of enterprises that can operate without continued assis-
tance from the Bureau has been one of the basic goals of the ICDP. This

goal has not always been attained; however, the number of businesses
established since the Bureau has emphasized its program to attract
industries to reservations, or to develop Indian businesses, has been in
excess of 200, despite the problems encountered during the period.

35
John Abrahamson, "Progress Report of Indian Business Development

Fund" (Washington: Bureau of Indian Affairs, 1972) (Dupliea'ed), p. 1.

36
85 Stat. Z54 (7971).

37
Department of Labor, Press Release of September 28, 1971.
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PROBLEMS OF THE PROGRAM

. As has been seen, problems related to capital financing were signif-
icantly reduced with implementation of the provisions of the EDA, SBA,

and IBDF programs. The other problems mentioned will now be discussed
in some detail and in the order presented.

Internal Funding

With approximately 90 percent of funds appropriated for ICDP
activity being expended for salaries of individuals involved in promoting
development of industrial and commercial enterprises,38 it is evident
that the drop in appropriations for IDCP from $705,900 in 1965 to $694,000
in 1966 (table 3-1-, page 39) caused a loss in personnel. This did not
seem to be in keeping with the intent of the Bureau to place greater
emphasis on the individual program.

Appropriations rose to $2.1 million in 1971. However, this amount
is rather insignificant in comparison with other appropriation§ and
expenditures of the Office of Economic Development and the appropriations
for resource management programs of the Bureau.

In 1970, the ICDP was allocated $1.3 million of the total budget
of $23.6 million of the Office of Economic Development, about one-half
percent. It is difficult to equate the value of programs; however, it
appears that many programs have received greater funding for resource
management than has ICDP for development. Expenditures in fiscal year
1969 for soil and moisture conservation were $5.7 million; agricultural
assistance, $8.8 million; and developmqpt of Indian arts and crafts,
$569,090--almost half as much as ICDP."

The small appropriations have not seemed,to deter the program,
although there is no means of measuring what might have been accomplished
had larger sums been available. LaCk of funds, however, has acted as a
deterrent to development of a promotional program which could.be used
as a means of making industry aware of the opportunities that exist for
locating on Indian reservation.40

38As
stated by Clark Stanton, Bureau of Indian Affairs, versonal

.interview, April 3, Z972.

39
Bureau of Indian Affairs, "Plan - Indian Economic Development,'"

Memorandum from Chief, Industrial and Tourism Development, to Acting
Directdr of Economic Development (Washington: Burem of Indian Affairs,
1971) (Dzipliazted).

4
°Ibid.
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Although the Bureau has promoted the ready.availability of a labor

fOrce to attract industry to the reservations, problems have been encoun-1,

tered in training and keeping the Indian labor force working after being

trained.

Indian Labor Force Problems

The ready availability of a labor force does not always assure a

tribe that it will be able to attract an industry to locate on a reser-

vation, or that the tribe can start a business that will have any assur-

ance of being successfbl. The labor force must be trained.' As shown in

the .case studies, espeCialii,.:Big 'Horn Carpet Mills, General Dynamics, and

Fairchild Semiconductor Division, it is often necessary to enter twice

the "number of persons in training as are going to be employed on a full-

time basis.

Training of individuals is a costly proposition. Unless funds can

be obtained to conduct training programs for Indian people, a firm may .

--well decline to locate a facility'on a reservation. In one instance, a

major electrical firm elected to locate in Mexico rather than on a

reServation.41 Cited as the reason were labor costs involving initial

.training of a labor farce on a reservation, as well as continuing labor

costs incurred through payment of minimum wages, as required by law,

regardless of productivity.

In addition to the problem encountered in having a well-trained

labor force, many firms havk experienced an exceptionally high turnover-

of labor during the early phases ofoperation. 'Some firms have not been

able to attract and keep Indian employees.

,FOi example, Big Horn Carpet Mills employed over 200 Indian people

before they were successful in getting 50 employees who were fully

reliable and :anted to work. Another firm, Amphenol Corporation,

originally employed 39 Indians. Apparently because of apathy among the

[n'dians, the Indian labor force has dropped to 11.42

Many of t14 employment problems are being overcome; however, it is

taking the combined efforts of the Bureau, tribal laaders, and the Indian

workers themselves.

Here it must be acknowledged that there are many and varied tribal t

cultures,lreligions, governments, and social attitudes that directly

affect the Indians of the tribes.

41Quoted by Larry Schneider, .Industrial Development Specialist,

Bureau of Indian Affairs, from letter of the company involved. Firm

does not wi'h to have public disclosure of letter's total content.

Personal interview, January 8, 2973.

42See appendices B-Z2 and B-8, respectively.
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Forsake of added clarity about some of the Indian labor problems,
let us investigate very briefly some of the aforementioned subjects.
A short discussion of each should be sufficient for purposes of this
dissertation.

Tribal governments: There is a vast variation; in the forms, of tribal
governments existing on the reservations of the American Indians.43 As
has been previously mentioned, many of the tribes took advantage of the
Reorganization Act and formulated their own tribal constitutions and
bylaws.44

The indlvidual Indian residing on the reservation is subject to the
laws of the tribe as set forth by that constitution.45. In some instances,
this means that he may not be able to go into business without tribal .

consent, may,not be able to get land upon which to establish the business
he so desires because of cultural attitudes of certain tribal members.'"

Culture and religion: The Meriam Report of 1928 recommended that
the philosophy of forced acculturation of the Indian be terminated.47
Rather, it recommended that programs consider and recognize Indian social,
religious,-and ethical concepts. This is true today.

Development of an economic, endeavor that- is industrial in nature
may well not be readily accepted by all members of the tribe. The
traditionalist who desires to retain the "old ways" may resist such
activities. 4d

This resistance may well deter the success of the endeavor.

,It has been this writer's' experience that employers have adopted
labor policies that allow' workers to observe religious holidays, although
they may conflict with the religious majority. This has been true in
the case of many minority religions in the Nation.

Thus, firms locating on reservations must recognize that aany Indians
will wish to practice their religion and culture while they also try to

43
Brophy and Aberle, op. cit., pp. 24-61. This section of Brophy

and Aberle's book provides an excellent coverage of Indian tribal
government of today.

44
Tay

,

or, op. cit.; pp. 22-26.

22.

46lb 1

47
Lewis

(Baltimore:
p. 22.

48
Brophy

p. I45.,

Meriam and Associates, The. Problems ofIIIndiali Administration

Institute f-7r Gornment Research, Johns Hopkins Press, 1928),

and Aberle, op. cit., pp. 6-9 and 63-65.
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improve their standard of living through work in the plants.49 :There-

fore, a blending of cultured, with. .t destruction of either, may be a

necessary goal for ,hich to strive.

Social attitudes

As has been seen, there are differences in attitudes towara adjusting

to non-Indian pUrsuits. There are problems in adjusting to non-Indian

social customs. Many Indians continue to cling to a number of their customs

and traditional views, and even some college-educated Indians have doubts

about non-Indian ways.5°

Several reservations have been seriously divided in their attitudes

toward acceptance of non-Indian customs.51 Many Indians resist any change

in their society and have refused to receive amenities that acceptance of

change might bring. Others have desired and pushed for changes in their

social conditions, including changes in government structure and cultural

--ways of life.

SUMMARY

In this chr)ter, the types of financing programs used to promote

development of industrial endeavors on the reservations have been dis-

cussed. It car be seen that the need for capital financing hu? been a

problem to tribes wishing to establish industry on their reservations.

It has also acted as a deterrent to the T'ureau's efforts to promote

development of industry-in-Intl fan-areas . How everi -the-Bureau_ has - _taken- ___

steps to alleviatethis problem, althouga without complete success.

It has also been shown in this chapter that other difficulties

have been encountered by the tribes, the rureau, and industries locWng

on reservations. These have not been insurmountable, but they have, een

factors which must be considered in establishing an industry that 11

provide long-term employment,to Indian people.

in the following chapter, specific enterprises, their successes and

failures, and the total number of industries established throng

efforts of tr. ICDP will be studied.

49
Patrick J. McCaroey, "Industry-Indian-Goverment Joint Worts

.--15.÷f7rc"gnd
(Septembop 10C9), p. 54.

50raytor, op. cit., p. l4P.

61Ibid., p. 147.
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Chapter 5

'STUDY OF INDUSTRIES ESTABLISHED

The change in emphasis from "termination" to development of Indian
resources placed much of the responsibility for such development on the
Division of Econcmic Development. Prior to the change in emphasis, 11
ind.Istries.had been located on reserva(ions included in thiS st':dy;

however, by 1965 this number had grown TO 66, with 1964 being the year
of greatest increase.1 (See table 5-1, pages 37 and 68.)

Establishment of plants on Indian reservations was pioneered by
two firms which are still in operation'on the reservations: Simpson
Electric Company and Bulova Watch Company.

Simpson Electric Company, a division of American Gage and Machinery
Company--manufacturers of small electric asseMb!y items located on the
Lac du Flambeau Reservation, Wisconsin--was the first firm to establish
a plan* on an Indian reservation when its facili'..ies were opened in May
1946. Currently, after 25 consecutive years of operation, this firm
employs a total of 210 persons. Of this total, 105 are Indian,2 consti-
tuting approximately 33 percent of the'300-person reservation labor
force.

3

The Bulova Watch Company established a jewel bearing plant at Rolla,
North Dakota, in 1953. The plant, now known as the William Langer Plant,
was the second industrial enterprise to be located on an Indian reserva-
tion. It started operations in 1953 with about 65 employees and is still
operational, currently employing 165 persons. Of these, 119 are Indi3ns,4
constituting about 15 percent of the total employed on the reservation.5

1
1/.5., Congress, House, Committee on Appropriations, Department of

the Interior and Related Agencies Appropriations for 1967, Hearings before
a subcommittee, 89th Cong., 2nd Sess., February 7, 2.966 (Washington:
Government Printing Office, 1966), p. 279.

2Compiled from case history of Simpson Eledtric Company (case files
in Division of Economic Devclopment,Bureau of Indian Affairs, Central
Offfice, Washington, D.C.). All cases are filed under name of firm and
location.

3Bureau (), Indian Affairs, "Summary of Reservation Studies and
'Analysis" (Washington: Departmeny f the Interior, Z969) (Duplicated),
pp. A62-A63.

4Bureau of Indian Affairs,."EMployment in Industrial and Commercial
Enterprises Established in Indian Labor Force Areas, Z97Z" (Washington:
Bureau of Indian Affairs, 1971)(Duplicated).

5
Bureau of Indian Affairs, Summaraof Reservation Development Studies

and Analysis, op. cit.
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TABLE 5-1

BUSINESS ESTABLISHED
IN INDIAN LABOR FORCE AREAS WITH I.C.D.P. ASSISTANCE

(1961-1971)

State 1961 1962 1963 1964 1965 Total

Arizona 1 1 4 2 0 8

Colorado 0 0 0 1 0 1

Idaho 0 , 1 0 1 1 3

Iowa 0 1 0 0 0 .1

Minnesota 0 1 2 2 2 7

Mississippi 0 0 1 1 0, 2

Montana 0 1 2 1 0 4

Nebraska 0 0 0 1 0 1-

New Mexico 0 1 0 7 2 10

-------Noi-th Dakota 1 2 0 2 0 5

Oregon 0 0 0 1 0 1

South Dakota ' 1 0 0 2 1 4

Wisconsin 0 2 4 1 1 8

TO' AL 3 10 , 13 22 7 \ 55

I

NOTE: Prior to 1961 a total of 11 plants had been established with the
assistance of I.C.D.P.

SOURCE: Compl.4 from unpublished B.I.A. quarterly reports of "Industrial
and Commercial Enterprises Established on or near Reservations."*.
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State 1966 1967

TABLE 5-1

1968

(Continued)

1969 1970 1971 Total

Arizona 1 13 11 7 4 13 51

Florida, 2 0 1 0 0 0 3

Idaho 1 0 0 0 0 ' 0 1

Michigan 0 0 0 0 1 0 1

Minnesota 1' 1 2 0 0 0 4

Mississippi 0 0 0 0 1 0 1

Montana 2 1 3 6 3 4 19

Nebraska 0 2 1 1 1 1 6

Nevada 0 0 ' 1 2 0 1 4

New Mexico 1 1 1 4 3 0 10

New York 1 0 1 0 0 0 2

North Dakota 2 1 1 1 1 2 8

Oregon 0 1 0 1 0 0 2

South Dakota 2 4. 4 3 1 3 17

Utah 0 0 6- 1 1 2 4

Washington 1 1 1 0 1 1 5

Wisconsin 2 0 0 1 0 0 3

Wyoming 0 1 1 G 0 0 2

TOTAL 18 26 28 27 17 27 143

NOTE: Prior to 1966 a total of 55 plants had been established with the
assistance of 1.C.D.P.

-SOURCE:. _Compiled from unppblished B.I.A. Quarterly reports of "Industrial
and Commercial Enterprises established on or near reservations."
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Since 1961, the Bureau has used many marketing techniques, Such as
promotional literature, visitations with prospective corporation execu-
tives, advertising in selected media, and meetings with tribal leaders
to extol the benefits to be derived from establishment of industries on
reservations. Results of the Bureau efforts are studied in the follow-
ing pages.

STUDY OF INDUSTRIES DEVELOPED (1961-1971)

The number cf plants and facilities developed precluded a full
investigation of each firm and the impact its es_ablishment had on the
reservation area where the location took place. Rather, it was determined
that a randomly selected group of firms would be studied. These enter-
prises, which were identified in chapter 1, were studied in as greac
depth as available data wouxd permit.

The data used came from two majorsources: (1) case fi'es of the
Bureau and other Federal agencies, and (2) a questionnaire prepared for
the purpose of obtaining information from tribal officials.

Cost Data

Primary sources of data were case files in the CenLrai Office and
records maintained by field offices of the Bureau and other Federal
agencies involved in development 0e-industries in Indian areas. These
data are incorporated in the full case studies included as appendices
B-1 through B-18.

Questionnaire Development and Use

In addition to data in the Bureau and other Federal agencies, two
questionnaires were used to obtain information fror' tribal officials
and Indian employees. The -answers provided relevant data that were not
available from tLe Bureau or other available sources. As a supplementary
source, the questionnaires were not subject to the rigorous sampling
controls that would have been applied had they been the sole source of
data used in the study.

They provided the most effective and economical means of contacting
tribal officials and employees on reservations where _he firms selected
for study were located. They also were a means of gathering information
about enterprises which were not selected for in-depth study. Develop-
ment and use of the questionnaires are described in subsequent paragraphs
in the following order: (1) developing and refining the uestionnaires,
(2) conducting the survey, and (3) using the data.

Developins:and refining the questionnaires. The questionnaires
were developed to provide supplementary data in studying developAent of
industrial and commercial establishments in reservation areas. Questions
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were designed to solicit data on the role of the tribes and the Bureau
in .ne establishment of industries, method of financing such developments,
employment patterns of the firms, the influence such developments have
had on other enterprises, and the opinion of the tribal officials on the
importance of the firms to the reservations.

Although most of the data gathered are available, in general form
in the Central Files of the Bureau or other Government agencies, these
ales do not for the most part include information gathered directly
from tribal leaders. Several of the questions relate to income and
employment pattern's of specific firms. These data are either not present
in Bureau files or are not current. In the case of income data, very
little is available from Bureau records. Thus, information gathered
from these questions is incorporated in the case studies of the firms
where pertinent. In instances where information has been collected from
companies not under direct study, the-data are included as a part of
general analyses of the ICDP.6

Severhl questions solicit information as to service enterprises
established as a result of industrial facilities loce.ting on the reser-
vations, planning for new industrial development, and the need for and
value of business enterprises on reservations. They also request opinions
of the value of the Bureau program in getting businesses established.

Conducting the questionnaire survey. After the questionnaires were
pru-tested and appropriate changes made, they wire reproduced and mailed
to the tribal chairman and employment assistance office of each tribe
upon wnose reservation one of the industries selected for study was ,

located. In addition to the selected firms, an additional mailing was
made to 12 reservations where industries or businesses had been developed
with Bureau assistance.

On March 15,.1973, 30 Industrial Development and 200 Employee
Questionnaires were mailed. By May 15, 1973, 22 Industrial Development
Questionnaires (73 percent) had been returned. Since 14 of these related

to the 18 firms under study (77 percent), a second mailing was not under-
taken.

A total of 66 of the 200 Employee Questionnaires were returned. Of

these, 14 were found to be invalid because of duplicated answers or other
discrepancies. However, a rate of over 25 percent of usefdl questionnaires
was. deemed adequate, since the data from both questionnaires were to be
used only f-r supplemental data incorporated in the general analyses of

ICDP.

6
See Appendix D ( industrial :)evelorment Questicnnair.: an ,:m1)7oyee

Questionnaire) for a review of ,Tecific qucntiow and a p7,17,17,pzin of

responses to each question.
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Using the data. Since the primary purpose of the questionnaire
was to provide supplementary data, the information is used to disclose
factE that were not available in the files studied. It is further used
to express the opinions tribal leaders have about -the value of developing
industrial and commercial enterprises on the reservations.

A full summary of the questio aire responses is included in the
latter part of this chapter.

Since the volume of industries varied durin6 the decade, the analysis
is presented using two periods: 1961 through 1965, and 1966 through 1971.

1961-1965 Development

Emphasis during this period appears to have been on attracting firms
that could use the natural resources and/or natural abilities of the
Indian people. Fourteen of the enterprises established were based on
lumbering activities or the fabrication of wood products; eight were
oriented to the fabrication of textiles and garments; eight were arts
and crafts firms; while only three were precision manufacturing type
companies. The remainder were made up of a variety of endeavors which
attempted to utilise the resources and skills of the Indians.

Indians of New Mexico, Arizona, and Wisconsin enjoyed the greatest
increase in the number of enterprises established on or near their lands
during the period. According to the 1960 census report, each of these
States had a large Indian population (New Mexico, 52,188; Arizona, 81,924;
and Wisconsin 5,322) and little if any industry located near enough to
Indian lands to offer employment opportunities on a permanent basis.
Many other States also had new enterprises established in their States
as a result of the Bureau's industrial and Commercial Development Program
(ICDP). Establishment of industry on a State -by- -State basis is summarized
in table 5-1, page 67.

Development of an industrial or commercial enterprise did not
necessarily ensure the success of the endeavor. Eleven of the 55 opened
during this period were closed by the end of the period. Some firms
actually operated for less than one year. The Parker Textile Company is
an example.7

Parker Textile. This firm operated for approximately eight months
before closing its doors permanently, defaulting on all loans. It was
established in August of 1964 for the purpose of weaving reservation-
grown cotton into grey cloth. Effiployees were to be members of the,

Colorado River Indian Tribes who were to be trained for mill operations;

7
Unless otherwise inicated, all 4ata and inform -)n on companies

referred to in this chapter have been extracted from cc,%any hidtorics
maintained in the files of th, Bureau of Indian Affairs. Company
histories are filed by name and location of the firm.
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however, the firm never employed more than one Indian in its eight-month
existence. A review of the company's financial history indicates that
the Government's cost per Indian employed by Parker Textile was $351,087
--the cost of the ARA loan made to the enterprise. The tribes and the
local residents suffered an additional $254,014 in losses. (See appen-
dix B-1.)

The failure of the company did not, however, result in a complete
loss to the Government and the tribe. Bureau industrial development
specialists in the Central Office made contact with a New-England-based
manufacturer of lawn furniture. This contact resulted in getting the
manufacturer to locate a facility in the_former Parker Textile facility.
After lengthy negotiations on financial arrangements, building of a

rail spur, and training Indians in the home plant, the Prest-Wheel
Company opened the. Parker plant in March 1968.

The firm employed from 50 to 75 Indians on a full-time basis.
Several of the supervisory and clerical personnel of the facility were
local Indians. The operation appeared to be successful and the facility
was expected co continue operations when Prest-Wheel was merged with a
larger firm. !However, shortly after the merger, the plant was closed.
Initial financial arrangements made with Prest-Wheel precluded any loss

. of rental income on the building. Thus, the tribe has not suffered any
loss other than the payroll, which had amounted to approximately $6,000
per week.

The parent company of Prest-Wheel and Bureau and tribal officials
are presently attempting to establish some type of operation in the
building.

Anotuer final that operated for a short period without any real
success was a small steel fabricating firm in Montana.

Turtle Mountain Steel and Supply Compel-a. This company opened' n

October of 1962 near. the Turtle Mountain Reservation, employing a total
of 12 persons, including nine Indians. The company was vablished,to
produce fabricated steel parts with expectations of serving markets that
would expand as the.demand for steel products grew t' the region. It

was underfinanced and had no source of capital that could be called upon
in the event estimated market demand was not forthcoming.

However, other firms operated with varying degrees of success during
this period. A brief summary of operations of the companies studied in
depth enables one to see these variati-Ins.

The company operated for slightly less than two years and went into
bankruptcy, leaving the nine Indians out of work..

Burnell and Company, Inc. Burnell and Company are manufacturers of

electrical components, with headquarters in Pelham Manor, New York.

Officials of the firm entered into negotiations with Bureau and tribal

officials for the establishmnt of a plant on Indian land. In 1962,

negotiations were completed with the Laguna Pueblo Indians in New Mexico.

The building was to be financed by the tribe; the Bureau would provide
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on-the-job training (OJT) monies to be used in the Indian job training;
and the firm would equip the facility. (See appendix B-2.)

The plant, a 40,000 square foot building, was constructed at Mesita,
New Mexico, on 10 acres of tribal land. The tribe advanced $500,000 to
Burnell at four percent interest to aid in the financing of the building.

Company officials negotiated a 25-year lease, with an option for an
additional 25 years, and placed over a quarter million dollars worth of
equipment in the building. The plant opened in January 1963, employing
60 Indians. By December 31, 1965, the firm was employing 142 Indians
and had an annual payroll of $500,000 at the Mesita facility, with only
seven non-Indians working in the plant. The employment patterntchanged
somewhat by December 1971. The plant now had 142 employees, including
112 Indians. The Indian payroll had grown to over $501,000.

The Bdreau has continued tc supply OJT funds to the firm, with JO'
Indians trained in 1970.

Wright-McGill Company. The Wright-McGill Company, a well-known
manufacturer of fishing tackle, first started' looking for domestic
facilities to produce snelled fishhooks in early 1960. The Bureau
negotiated with tribal leaders of the Sioux Indians residing on the Pine
Ridge Reservation in South Dakota and officials of Wright-McGill to open
operations on the reservation. Although the company was skeptical of
the Indians' ability, it agreed to ship plain hooks to the Indians on a
trial basis. (See appendix B-3).

The tribe provided a building; the Bureau provided OJT funds for
the training of 13 Indians by Wright-McGill. The trial period was
successful, and the company hired an Indian manager to control theopera-
tion. In late 1961, the operations were expanded, and by December 31,
1965, the work force consisted of 160 Indians, including managers.

During this period, the Bureau e4ended $161881 in OJT 'funds.
Competition from Japanese imports became heavy in late 1967, and in
1968 the reservation operation was terminated. At its peak, the opera-
tion had provided 225 Indians with employment.

The importance of this firm to the reservation was disclosed in a
rather detailed study.of a sample of employees.8 The employment made it
possible for 48 families to double their income; yet they remained below
the $3,000 poverty level of income in 1965. The total number of this
group receiving welfare assistance declined from 16'to 10 during the
first five years of employment. Total welfare payments dropped by 38
percent.

8
Department of the Interior Tle 13ocI211 and Economic Effect of

Reservation Industrial Emloyment on TnaCan Ernpluyees and The FaTilles,
Missouri P'ver Basin Investigation (Billings: Bureau of Indian Affairs,
1968), pp. U-36.
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The reduction of welfare dependence was even greater in comparison
with projections of what it would have been without the added employment.
It was estimated twat 20 of the employees would have required welfare
benefits of $9,841 in 1965 had they not had 'their jobs, at Wright-McGi11.9

For the full history of this company, see appendix B-3.

Firesteel Lumber Company, Inc. The Firesteel Lumber Company, Inc.,

a New Mexico corporation headed by J.C. Stromberg, established a plant

at Domingo, New Mexico, on the Santo Domingo Reservation in 1961. The

plant produced aspen wood core stock, which is used in the manufacture

of furniture products.

n The firm expected to be vertically integrated, producing from tree

stump to finished product, with facilities for logging of trees, milling

of lumber, and kiln drying the core material.

The venture was launched without funding from the Bureau or other-

Government agency, with a capitalization of $367,300 of issued capital

stock and a mortgage of $842,300 held by Stromberg. In its first four

yearsof operation, the firm lost atotal of $815,234.26; however, it

provided an annual payroll of about $267:176 to the local economy and

employed as many as 50 Indians (80 percent of the labor force). The

company suffered a heavy fire loss on August 18, 1965,.causing a halt

in operations, although with assistance from the Bureau 'and other Federal

agencies it did reopen under the name of Aspen Wood Products Company in

the summer of 1966. The reopening was effectid only after great efforts

by the Bureau officials and a heavy loan by the EDA.

The firm continued to operate at a reasonable rate of production

until early 1969. Employment dropped from a high of 86 in early 1968

to a low of 41 in March 1969. In May of 1969, the company declared

bankruptcy. The EDA auctioned the equipment at public auction in an

attempt to recover the loan. (See appendix B-4.)

Bureau and tribal officials have attempted to attract a lumbering

activity to the reservation, but to date they have had no success.

Fairchild Semiconductor Division. The Fairchild Semiconductor

Division first entered into negotiations with the Bureau for establish-

ment of a plant on Indian lands in July of 1964. After visits to various

reservations and discussion with tribal groups, '' ; firm decided to

locate in Shiprock, New Mexico, on the Navajo Reservation. The tri1'e

constructed a building costing approximately $844,000 and leased it to

Fairchild on a long-term basis. During the construction phase, a train-

ing program financed by ARA funds was conducted for 5^ Indian workers.

(See appendix B-5.)

9
Mid.
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Plant operation commenced in July 1965, and by Ow end of the year,
the company was employing 229 Indians, predominantly women. The firm
was established and operations started at a total direct cost of $92,521,
which was made up of costs incurred in training of Indians for the initial
labor force.

Operations were expanded, with employment reaching a high of 1,130
in 1969, with the labor force 97 percent Indian. In December 1971 the
firm was employing approximately 800, of whom 775 were Indians., (See
appendix B-5.)

It employs Indians as managers, clerks, and line supervisors, as
well as production-line workers.10 It is also providing employment for
about 2.5 percent of the employables on.the largest reservation in the
United States.

In the view of tribal officials, this firm and all other types of
industrial and,commercial.enterprises are extremely important to the
Navajo Reservation, The opinion said:

The Navajo Office of*Program Development is funded for
$100,000 to promote industfy and tourism By developing
,business enterprises on the reservation most 'of' the earned
money and welfare money will remain on the reservati6n."*Also
with underemployment or unemployment at 35,000, or 60 percent
of our work f6rce, we need all the industry and business
enterprises we can locate here.11

Summary of Period

Activity during these first five years of the Bureau's progra.i
succeedeU in developing many businesses on reservations. .However, with
failure of 11 of the 55 businesses started, the closure rate was slightly
-fer 20 percent. This is somewhat above the national average.12

It appears that many of the failures might he attributed to the
tact that in several instances the desire to provide jobs may well have
jt:: the Bureau and the tribes to start businesses that would not have
been started had a full feasibility study been,made.' For instance, t.Le

10
rndustr:21 DevGopment Questionnaire, op. cit.

11,10
id.

12
-Janes M. Murray, Industrial Development on Indian Reservations in 4'

the Upper Mi,dweot (Moorkead Minnesota: Moorhead State College, 1969),
p. 32.
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Parker Textile Company was initiated with only one person, having had

experience in the textile industry. There would appedr to have bee- a

failure to consider transportation of Co fiWished--product, as there

was no rail facility at the site until after the plant closed. Other

problems were present, is seen in appendix B-1.

A

The same type of inadequate planning or poor management practices

appear to have plagued other facilities opening on various reservations.

A summary of closures has been developed and is included as appendix C.

It indicates that poor management was the greatest cause for business

failUre during this period.

The growth of activity during the period had been accompanied by a

learning experience for the Bureautg development specialists. Many unusual

problems had been encountered and identified. This was expected to aid

in planning for future developments and also assist-in lowering.of the

failure-rate that had been experienced.13

A

A basic problem facing the Bureau in its attempts to attract industry

was whether industry could be induced to locate where it is most needed

to improve the economic status of the Indians, instead of locating to

take advantage of markets, transportation, or raw material sources.

In our predominantly private economy, entrepreneurs ja wally locate

where they choose. Their choice is normally influenced by ie conditions

affecting production costs dr the ability to market their products. 'How-

e-er, in their attempts.to attract American industries, foreign coufitries,

have offered firms both protected markets and certain tax concessions.

Throughout tie United $tates, many ',states and communities.haire offered

local tax concessions, low-cost financing, and many other attractive

advantages to any firm that will locate ,within its tax jurisdiCtion.14

These techniques constitute an interference with the normal process of ,-

industrial location; however, industry can be encouraged to locate where

it is needed, lf it finds its economic advantages'appear Co be greater.

The Bureau found that Indian communities could offer certain added

inducements to attract industrial firms. The reservations, and their

tribal leaders, aie in a'peculiar position in 'comPariscn with their local

_non -Indian communities.15 The various local governments in this country

depend heavily upon property taxes as a source of revenue. The reserva-

tion community can avoid these taxes, since, by treaty, Indian-owned land

13Department of the Tntcr:or, "Evolution.of the Indian Tnduotrial

Development Program" (Washington: Burezu of Tnclian Affairs, 1909

pp. .2-3.

14
Murray, op. 6it.,.p. 23.

15
//envy W. Hough, Developmentor Thdian,i7esourees (Denver': World

Press, Inc., 1967), p. 192.
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is not subject to taxation by the State. Services normally provided
from localrrx revenues, such as schools, roads, hospitals, and certain
welfare se ices, are provided by the Federal Government, either diiectly
'or indirectly .16

Because of cheir trust relationship With the Federal Government,
most tribes--even those that have sources of income, such as land leasing,
timber or oil sales, mineral royalties, or tribally owned enterprises
--must have, for the most part,.the cooperation of the Federal Governmei t
before any leasing concessions can be made to attract an industry to the
eeservations.17 It is 'possible to,find some attractive inducements to 1

an industiy in-exchange foi locating on the reservations. For exampleo
in several cases tribes have been willing to build, or provide, a bUilde-
ing which-could b% leased to a firm at a very. attractive price, ,If the
building could he'located on tribal lands,'the enterprise would pay no
fproperty taxes, because these lands.are held in trust by the Federal
('Government. Some reservations are located in States that levy no tax in

fither'corporate or personal income.

Non-Indian communities would find it most difficult to offer as
extensive a (package of tvcentives as these. Nevertheless, the Bureau
found that firms were not locating on reservations in any great numbers;
to take advaktage of thL...se inducements. One reason appeared tobe.the 1

uncertainty of locating in a generally remote geographiCal area, in a
community that had Unusual politisal and social institutions.18

.41%

Branch .of Industrial Development personnel in the Bureau also found
tat one of the problems in formulating plans for development of indus-
trial enterprises on Indian lands was the bringing together of the Indi.lts
and non-Indian community groups--working together to create a favorable
climate for industry--and the creation of industrial development committees
to formulate programs and means of providing financing for such programs,\
so that it would be possible to enter into maaningft" ,egotiations with y

representatives of industry. 19 The Bureau found it .essary to provide
much of the technical assistance and guidance to the tribes and communi-
ties in the tasks of assembling the necessary labor, resource, and other
data to be used in their industrial development planning. The Bureau
provided economic stuclies, industrial surveys, inventories of reservation

16
Murray, op. cit., p. 24.

17
Willi= A. Brophy and Sophie D. Aberle, The Tndion, America's

Unfinished Busin('Iss (Ncrman, Ok,:ahoma: University of,Oklahcmc Press,
1-966), p. 13.

18
1ildicated by John Abrahamson, Bureau of Indian Affairs, in a

personal interview, June 12, 2972.

19-
-Evolution of the Indian Tndust,rial Development Program," op. cit.
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resources, and land-use plans.2° Many brochures and fact sheets about
Indian reservations and communities were used in contacting industries
in order to attract them to the advantages offered for plant location.

The emphasis on developing light industries changed 4ignificantly
during.the latter part of the decade. Under the guidance of George Schmidt,'
who had been brought in to the Central Office in 1965 to become head of
the ICDP,*and George Hubley, Jr., who was appointed Assistant Commissioner
for Economic Development in 1967 shortly after the death of Schmidt, the
1966 through 1971 period saw significant growth in establishment of
enterprises. (See table 5-1, page 68.)

1966-1971 Development

During the first years of this period, the Bureau continued to
emphasize implementation of the overall economic development programs
which had been completed for many of the reservations. Efforts were made

to move away from development of natural resources as the primary means
of establishing industrial activity on the reservations. Although there

was to be additional emphasis placed on development of industries, the
budget for the program was not increased. Rather, it was decreased by
nearly $40,000 in 1966 and 1967 (see table 3-1, page 39). Since approxi-

mately 90 percent of the appropriations were expended for salaries" to
individuals involved in aiding in establishment of industrial enterprises
on ,reservations, the number of personnel available to perform these duties
was fewer.

This did not deter clie program. In two years (1966-1967), a total
of 44 business endeavors were established, and 22 of these were manufac-
turing type facilities not owned or managed by Indians. However, there
were service type businesses not oriented-to the Indian forte of arts and

crafts. Rather, these endeavor. were the Monument Valley Inn, located
on the Navajo Reservation, in Arizona, and he Pine Ridge Shopping Center

of Pine Ridge, South Dakota. They are still operational, even though

many of the manufacturing facilities have closed.

The types of industrial firms developed during rhi. period varied
both in size, type of activity, and location. A major firm established

.an electronics plant on Seminole Indian lands in Florida, while across
the United States, in the State of Washington, Suntex Veneer Corporation
established a mill to produce clod veneer. The operations of these and

other enterprises developed during this period are discussed in the

following pages.

20 .

Indwated by qordon Evans, Industrial Development Specialist of
the Bureau, to ;,e one of the prime factors in Endurffemen, of firms to

locate, on Indian Zands.

21
Clark Stanton, op. cit.
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Suntex Veneer Corporation. The Suntex Veneer Corporation was
'the first,company'to establish operations on.Indian lands in the Stateof Washington. The mill was established with non-Indian capital on the
Spokane ReServation. Although actual milling operations did not start .

until the spring of 1967, negotiations for establishment of the company
started, in late 1965, with contractual proceedings completed in the
sping of 1966.

4

When this facility became operational, the Indians enjoyed dual
benefits,: (l) The firm was purchasing, the timber uses in mill operations,
and (2) was employing Indians in the company's operatrons. The company
employed 33 Indians initially. .Employment of Indians has been as high
as 87 and is currently 29. This is approximatelT25 percent of the labor,R
force of the firm and about 10 percent of the reservation labor force."

This company has not used any of the funding programs and has con-
ducted its operations at no cost to the Government. As can be seed in
the company's history (appendix B-7), it has:played an important role
in the"reservation economy. The payroll has averaged about $4,000 per
week when the plant is in full operation.23

In the view of the tribal chairman, this operation has been extremely
important. He says:

This plant was located-on the reservation in order to
,process the timber as near to the source as possible. The
plywood lhypup-plant was located in Spokarle,'Washington,
because the reservation does not have a rail head and other
services needed to manufacture the end product plywood.
This plant provides the best utilization of Indian timber
under the existing geographicycircumstandes and provides
employmen for tribal members interested in working at
logging aS'well as processing the trees into green veneer
--a component 'of plywo0d.24

Along with this increased emphasis on establishment of manufacturing
facilities that could.use the reservation labor force,.e4hasis was placed
on developing enterprises requiring the manual dexterity in which many
Indian people excel; electronics component manufacture xequires such
dexterity. Of the 22 manufacturing facilities opened in this two-year

,period, seven were electronics-oriented companies.

22
Inc/It:arid/ DevelopWent Questionnaire, op. cit.

23
Becausc of weather conditions, the firm is not always operatic nal

on a year-round basis.

24
rndustyial Development Questionnaire, op. t.'it.
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. Two electronics firms opening in 167 show similarities in their
operational needs but dissimilarities in the manner in which they were
established. These are Omni-Lab, locating in Wisconsin, and General
Dynamics, in Arizona.

Omni-Lab, Inc'.- Omni-Lab, a manufacturer Of electronics devices,
negotiated a lease with the Indian people of Lac,Courte Oreilles
Reservation,,Wtsconsin, for the'use of,a vacant school 'building. The
facility provided space for the manufacture of electronic equipment by
the firm and rental income to the tribe. In addition to the rental
income, the people of the tribe became employees of the company.

The enterprise originally requested OJT funding from the Bureau to
train a labor force 20 persons. When it was learned that OJT funds
could be used only the training of Indian people, the firm declined
the` funds and trained their labor force thrdugh use of the Manpower
Development Training Act (MDTA). The initial labor farce included' seven
Indians, and this number grew td, 25 before the company terminated its
reservation operation in early 1969.

During its tenure, the facility always had a labor force made up of
56percent Indian people and,at one time had 87 percent Indian employees.

The company operated for over three years at no cost to the tribe or
the Bureau. A full history of the firM is included as appendix B-9.

General Dynamics Corporation. General Dynamics Corporation established
Its*electronics operation at Fort Defiance,. Arizona, with assistance from
the Bureau and the Navajo Indian Tribe. It initially started operations
in an old abandondd building at Fort Defiance, while the tribe constructed
a building which was leased to General Dynamics on a long-term basis.

'The-building, costing the tribe $800,000, was completed and dedicated
in November 1967. The initial, labor, force included 30 Indian;, who had
been trained while the building was being constructed. -Because of an
initially high turnover in Indian trainees,_ Bureau has granted the firm
$505,116 in OJT funds, or about $1,000 per man-year-of employment. However,
the company has employed as many as 100 Indians and in December 1971 had
81 Indians on the payroll. This constitutes over 85 percent of the total
labor, force.

As a result of this firm's operations, several commercial enterprises
have opened in the area. These include a grocery store, service station,
recreation cilities, a dry-cleaning establishment, and drive-in

,restaurant.Lf

25Lndustrial
DevelopMent Questionnaire, op. cit.
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During Schmide,s tenure, the fundi and p ticipation in the Reloca-
tion, Adult V6cgtional Training, and OJT progfams had itAsed substan-
tially with OJT funding increasing some 240 pe "cent over 1965 (see table
3-1, page 39). Much of the increase in the number of participants and the
expenditures can be traced directly to use of such funding as an inducement
to industries to locate on Indian lands

In addition to the increase in funding of programs often used to
support ICDP activity, the Division of Economic Development had encouraged
ICDP personnel to assist tribes in the establishment of development corpor-
ations or foundations which could'be used to assist the tribes and the'
Bure4u to attract industries to reservation areas.. These corporations and
foundations could also make it somewhat easier for both the tribes and
industries to attract capital needed for development, especially where
industrial parks were established to accommodate plants.

The 'activities of this period seem to have laid the foundation for a
policy of emphasizing, the establishment of labor intensive industry to
provide maximum Indian employment.

A New Emphasis

On September 8, 1967, George W. Hubley, Jr., formerly employed by the
States of Kentucky and Maryland as an industrial and economic development
specialist, was appointed Assistant Commissioner for Economic Development.
This appointment brought a new approach to'the establishment of industry °

and enterprises in reservation areas.
6

One of the first actions taken by Hubley was to place emphaiis on
promotion of Indian job opportunities and promotion of Indian resources.
At the end of his first year, he reported:

Overall, the emphases of the,Indian economic development
program are being reCtrected to give more weight to basic
approaches employed by the most successful regional and state
economic programs. The problems of underdevelopment in Indian
areas usually parallel problems of the underdevelopment in
other U.S. regions . . . and, indeed, are often interrelated
with them. This g2nsideration is a pivotal point in our
changing program.26

Throughout the years, the chief orientation of the Bureau had been
management of resources for the Indians rather than development of, and
funding for, large induptrial and commercial enterprises. Budgetwise,
this approach was still present; the allocation for ICDP was $738,000,

26
Bureau of Indian Affairs, "Plans - Indian Economic Development

Program," Memorandum from Assistant Commissioner for Economic Development
to Secretary of the Interior (Washington: Bureau of Indian Affairs, 1968).
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most of which.would be expended for salaries, In contrast to this, EDA

had funded for and approved nearly $26 million in loans or grants to

Indian economic development. The majority of the efforts expended by '

both the Bureau and EDA were directed toward the expansion of activities

that would provide the greatest number of'opportunities for gainful
employment and development of industries or enterprises that would offer,
the most enduring improvements in the economic environment for Indians."

These emphases and efforts were further enhanced by the provisions
of the Small Business Administration's SBA -8 program implemented in 1968.

During the 1966-1971 period, a total of 143 enterprises were estab-
lished, with 99 of these established between,1968 and 1971. (See table

5-1, page 67..) The development year indicated in Bureau records does

not necessarily mean that the enterprise actually became operational in

that year. Although negotiations may have been started and agreements
made during a particular year, the firm may, well not have become opera-
tional for as much as two years. In several cases, the eompany may

never have become operational. Some examples of this can be seen in
appendix C. -Other firms operated on a limited basis during negotiation
or, construction periods and only became operational after facilities.were
constructed.

0

Fifty-five of the 99 enterprises are indicated as being established

between 1968 and 1971. However., many of these'firms had been in the
negotiation stage, under construction, or had Indians in trait-4g prior
to 1968. Of the newly-establisNed enterprises, 45 were manufacturing

facilitieS. During this period, some manufacturing a ctivities 'which had).

been under construction or operating in temporary facilities'bedame fully

operational. Two examples of this can be seen in the-history of Big Horn
Carpet Mills, Inc., and General Dynamics Corporgtion.

Big Horn carpet Mills,'Inc. Preliminary negotiations for establish-

ment of a rug-making facility in the Crow Industrial Park, located on.the
Crow Indian Reservation near Hardin, Mor(tana, started in September of

1966. Mickey House,' president of a newly formed.corgpration, Big Horn
'Carpet Mills, Inc., a California-incorporated firm, entered into a basic
agreement with the Crow Indian Development Commission for the long-term
lease of building facilities to be constructed and financed by the tribe.
Big Horn Mills would provide working capital, train Indi&ns, and employ
Indians in the operation.

After a year's delay, caused by the tribe's arranging financing for
construction and equipping of the building, the lease was signed in
August of 1967. However, the firm did not become operational until early

1968.

27Ibid.
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The company was plagued with problems during the .start-u period.

House was replace&as president because of a history of past financial

problems. Building construction costs exceeded the allowa9ie of an EDA
lian of $450,000 made to the tribe, and some of the equipment had not

been installe 1.--property The company maintained that use of "force

account" la r from the tribe had caused many of the problems.. Other

problemsua areas of conflict existed, with each having a delaying

effect on the operations.

A total of eight Indians were trained during the,start-up operations
ata cost of $4,000 to the Bureau. OJT funds were, used for the training.

The mill became fully operational in °June 1968, employing 62 Indians;

60 of whom were members of the Crow Tribe. It has now operated' slightly

over three yearg.

The opening of the firm did not end the problems, as seenlin appendix .

B-12. With assistance from the Bureau, the mill has remained operational
under new ownership and management. The company was employing 72 Indians

on December 31, 1971; however,:the Bureau had expended a total.of.$132,,746
in OJT funds in the operation. This has been attributed to.the high- turn:.

over of Indian employees and the need for continued training of personnel
. in order to remain operational.

The Indian payroll of the plant exceeds $8,000 per week, with salaries
as high as $4 per hour.28

/

In the view of-tri bal leaders, industrial developments such as Big
Horn Mills are extremely important to the reservation people. In part,

one said:
.

. . . Many job opportunities will become available in

related industries . , . With some ingenuity, and planning,

a considerable amount of business enterprise can be introduced

within the boundaries of the reservation. Industrial develop-
ment will require that an ever-increasing role be played by the
reservation program branch of the Bureau of Indian Affairs.2

The emphasis placed on establishment of manufacturing facilities that
offered immediate employment to the reservation labor force is quite
evident. In the four-year period of'1968-1971, a total of 99 businesses
located on the reservations, or near the reservations. (See Table 5-1,

page 67.)
3u
Xighty of these operations are classified as manufacturing

facilities.

4

28
_Industrial Development Questionnaire, op. cit.

29
Ibid.

30Swnmary of Industrial and Commercial Enterprises, op. cit.
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Not 'all of these firmi are one type of facility, nor do they all have
the same type of ownership. They range from a privately owned manufacturing
facility making styrofoam cups, to a tribally owned plant specializing in
repair of rifles.

In order to show the wide variety of endeavors established and theiro

ownership structure, several facilities are presented, by type of ownership
structure, in subsequent pages.

Privately Owned Facilities

`Many of the privately owned operations perform their activities in
buildings that nre ioased.from tribes having an industrial park established
on their reservations. Other facilities operate on Indian 'lands using

ings which are privately financed by the operator. A third method of
operat g is in facilities located near Indian-lands, using many Indian
employees. An example of each method follows:

Barron Container Corporation. The Barron Container Corporation ,

a subsidiary of Barron Industries, is a major manufacturer of styrofoam
cups. The firm wanted to establish manufacturing operations near its
markets "in the Souttwest.

The company, with assistance of the IDCP, entered into negotiations
for establishment of facilities in the new industrial park owned by the
Pima Indian Tribe in Arizona. Barron arranged for financing of the building

.ifacilities by guaranteeing the lease through SBA guarantees. Building
ownership was assumed by a Scottsdale, Arizona, businessman with capital
obtained by loan from a major insurance company. The tribe expended
$35,000 in establishment of the firm in the park.

The company'becae operational in the fall of 1969, employing 27
Indians, of whom 15 Mere trainees, although Barron did not request OJT
funds from the Bureau. As of December 31,.1971, the company was employing
51 Indians, Neither the Bureau nor the tribe has incurred any large
expenditures or indebtedness due to this operation. Indians employed by the
firm earn an average of $72 per week. However, there has been some concern '
that the company might suspend its operation. In the event this should
occur, the tribe should still receive its rental monies from the enterprise.
A company history of this firm is included as appendix B-14.

While Barron Container located in an Indian-owned industrial park,
Penn-Mor Manufacturing Corporation located near a reservation in order to
utilize Indian laborers.

Penn-Mor Manufacturing Corporation. This firm is a long-established
manufacturer of various articles of wearing apparel in its Tempe, Arizona,
plant. In 1969, the Bureau learned that Penn-Mor was purchasing a building
in Cottonwood, Arizona, and would probably hire some local Indians to work
in the plant when it was established.

84
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There is no indication that the Bureau ever acted as any more than

a liaison between the firm's personnel department and'the Employment

Assistance Officer on the Camp Verde Reservation. Nor is there any

indication that the tribe had any contact with the company before the
operation was started. See appendix B-16.

Many similar cases could be cited without revealing any significant
patterns other than those that have been disclosed. Slight variations
in procedures, financial arrangements, or employment patterns have been
discovered, but these are of no great significance, Tribal enterprises,

however, disclose some difference in their method of establishment and

their operations Three such enterprises are used as examples to show
these differences.

Tribally Owned Facilities

There are currently 12 tribally owned manufacturing facilities
operating on Indian reservations, with production ranging from the repro-'
duction of art materials to manufacturing of prefabricated houses. Many

types of facilities have been established by tribes. Some are still

operational; others have failed. There is no typical enterprise, so three
companies are used to show the wide range of longevity as compared to
non-Indian-owned enterprises.

Turtle Mountain Industries. 'Turtle Mountain Industries, a tribally
owned and operated enterprise, was established on the Turtle Mountain
Indian Reservation with the assistance of the Bureau. The firm was

established for the purpose of performing sewing, beading, and other
finish work on materials provided,by contract firms throughout the United
States. The company would not be'engaged'in actual manufacturing operations
in the sense that it would produce the product; rather, it would be engaged
in the finishing process of manufacturing.

The firm was established in March 1968, using a $10,000 loan from
the Bureau's Revolving Loan Fund and $1,000 in working capital provided
by the tribe. It operated forless than 120 days, then closed its doors
permanently.

The Bureau made no efforts to perpetuate the business endeavor, since
the method of operations depended too much on the basis of labor contracts,
which were hard to obtain and harder tb comply with and earn a profit. A
history of this firm's short life is included as.appendix B-17.

Fort Peck Tribal Industries. Fort Peck Tribal Industries, one of the
first Indian-owned enterprises to operate under the provisions of the SBA-8
program, was established on the Fort Peck Reservation in Montana specifically
to take advantage of the SBA program.
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The company was formed in late 1968 with the assistance of the Bureau
and a Washington-based consulting firm. The consulting firm, Dynalectron
Corporation, was to provide assistance in procuring defense contracts and
management of the enterprise until Indians could be trained to manage the
business.

0

This was the first combined effort by the tribe and industry toward
economic development of the reservation. The Bureau and Dynalectrun
worked diligently to assure the newly incorporated firm a contract from
SBA. The first contract awarded to the firm by SBA was a $708,804 contract
for the reconditioning of 44,000, Air Force M2 carbines.

The operations of this enterprise were far from. smooth from the very.
outset. The tribe and the Bureau exerted extensive efforts to sustain
the company and to continue operations. They were successful' in theft
attempts, but it was costly. The Bureau and the Office of Economic
Opportunity (0E0) provided OJT fundS and training grants in order to
provide trained managers and employees.

Training expenses amounted to approximately $270 per'trainee to
the Bureau and $1,539 to 0 O. The returon this investment is not small,
in that during normal ope tion s firm has a payroll of nearly
$700,000 per year. Howev r, in order to maintain a high standard of
training, the Bureau has extended an additional $71;110 in OJT.monies
the company since it opened in 1969. The enterprise is currently employing
69 Indians, 11 fewer than when the plant opened. However, employment tends
to fluctuate with the type of contracts available. The value of the company
to the reservation, as well as the need for further dellelopment, is
expressed by a tribal leader. The following statement was made during a
shutdown period:

The need for developing business enterprises on the
reservation is so great that words can't describe this urgency.
Our industry at present isn't functioning because-we've com-
pleted our contract and are awaiting another to materialize.
The impact of this shutdown is terrible. The whole economy
has slowed down, and not only are our welfire funds being
depleted but, our law and order problems are mounting. The
value of developing business enterprises would be to see a
Whole reservation complete15, rejuvenated, a wHol economy
back on its feet, and a better life for Indians.'1

Another tribally owned manufacturing firm, Fort Belknap Builders,
Inc,, has had a tumultuous and interesting history in its short, two-year
life.

31
Industrial Developthent Questionnaire, op. cit.
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Fort Belknap Builders, Inc. This corporation was formed to manafacture

and constrtv:t prefabricated houses on the Fort Belknap Reiervation, Montana.
The tribe had wanted for some time to get an industry established and
organized the business in a somewhat speculative manner.

The company organized on the basis of being promised certain oppOr-
tunities with a franchise builder of-hoiel. Artholigli the-Biireau-assisted-

the tribe with some of the problems of organization, the tribe relied
heavily on the promises of a management consultant firm which it had
engaged to help organize and manage, the 1-usin-s. As a result, the tribe

became entangled in a very costly operation that has barely survived.

The tribe has become indebted for about $400,000, and the Bureau has
advanced $27,651 of OJT monies to assist in the training of employees. On

December 31, 1971, the firm had 22 Indians working, with hopes of adding
more if certain HUD contracts, were awarded to the firm.

The problems that have plagued'this endeavor are so vast that a
complete understanding can be gained only through the reading of appendix
B-18.

There are several other tribal activities and enterprises that have
had an effect on reservation employment problems. Two of these, Chata

Construction Enterprises, and the Warm Springs Assembly Plant, are included.

as appendices B-11 and B-15, respectively. These.operitions have been

very successful thus, far; they both have.been an important factor in improv-
ing economic 'conditions on the reservation where they are located.

A tribal official of the Choctaw Tribe in Mississippi where Chata
Construction Company is located has this to say about the importance of
industrial developments such as Chata:

Developing busint.-:s enterprises and imprOving education

are the,two most important reservation needs. Industrial

enterprises are of, importance to create Jobs on the reservation.
Service enterprises are important to create jobs and to keep
money on the reservation.34

At Warm Springs, where the'tribe owns the electronics assembly plant,
.a tribal official said about the plant:

This is a tribally owned and operated industry. All

employees, including management, are Indian. provides
employment for mostly women who otherwise would only have
seasonal work--picking potatoes, etc. The company has
outgrown their existing building and the .tribe is considering
construction of a new plant. This plant is an excellent

32
Ib2d.
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gxample of Indian self-deteTminatidh in gaining experience
in the operation of an'indtistry. Curr ntly the plant '1,

manufactures products for three firhs. 3 ..

. 4 ., ..

!
. . ,,.

/4
Although the Bureaus emphasis on establishment of manufacturing v

firms is readily apparent, the development 9f otherenterprises'was

of the OEDP's adv catecrplacement'of tourist facilities on some of, the
hgDIencouraged bit IC ..E._wherek ..erthe oppor nity was indicated. Several.

Western reservations where thee was 'a heavy influx of tourist trade
throughout the year. Tne earliest such aeveropment was the Monument

- Valley Inn, located on the Navajo Reservation during the summer of 1965. xl

This is not a tribal operation; however, 17 of the 25 employees are
Indians from the NAajo Rdservation.

As a result of-the Monument Valley- opetations, theNavajo Tribe
established a tribally owned and operated mot 1 and restaurant at Window
Rock, Arizona. This operation started in ear y 1970 and it currently
employing 36 people, 29 of whom are local Inli ns.

,
The need for estatilshing service enterprises on, the reserVatiork,

sas.has been sten, is recognized by tribal leaders. Some effdris haVe N.......,

been made to establish such businesses, and in.analyzing the'response to
4

the Inchistrial Development Questionnaitclt 11 be se ©n that.some'trillkes
.

have made significant advances in this area. P -1

QUESTIONNAIRE ANALYSIS ti

In analyzing the Industrial Development Questionnaire,34 it is seen
that 18 percent of the firms locating on, the reservations resulted from
initial contact made by the Bureau with induAry; while in 56 percent of
the cases, ,contact was made jointly by tribal and Bureau_offlcials.' State
departments of planning and other agencies *counted for another 18,percent
of the contacts- made. In nine percent of the cases, the tribe made-the 0.

contact.

In 52 percent of the firms, capitalization was effected through a
combination of funding methods. This fact is also evident in table 4-1,
page 55. However, there is a difference in the tribal investment indicated
in the questionnaire, and in table 4 -1. The questionnaire results indicate
that 33 percent of the industries located on the reservations are financed
with tribal funds.

The questionnaire further has shown that 23 pLtLent of the industrial
enterprises have stimulated establishment of additional businesses in the
form of commercial or service type endeavors.

3 3Ibid.

34
See appendix D for the questionnaire and the tabulation.
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SUMMARY

'Between 1961"and,1971, ICDP'increased the number of operttonal

enterprises -from seven to136.

The development program was vastly expanded through funding made
available to Indians by other Federal agencies.. EDA and SBA programs
were siglificaniduring this period, with the minority program of SBA used

quite extensively to promote Indian-owned enterprises.

EDA programs were uSed to .promote development of industrial parks orb
Indian lands to attract industry seeking to locate in areas that could be

served with plants on such lands. EDA grants and loans were employed to

develop Indian and non-Indian owned enterprisesdocating in reservation
areas.

The major development emphasis dutling this Period was manufacturing-

oriented, since thi- type of facility could provide the greatest number
of jobs in a short period of time. Development of manufacturing facilities

was expected to create employment and income growth to the extent that
services and retail operations would be induced to locate on or near

Indian lands.

Many of the employment problems are being overcome; however, it is
'taking the combined efforts of the Bureau, tribal leaders, and the Indian-

workers themselves. In many instances, though there have been no labor

problems apparent, plants have closed leaving Indians cut¶of work. The

closure rate has been and is a continuing problem.

Clous9re Rate
-

The 1961-1965 closure rate as discussed was Somewhat unfavorable

in comparison with, the national rate, with closures running at apProgd.-
.

Amately 20 percent.

However, this rate rose to _26 percent of the' businesses estAlished .

'between 1966 and 1971. Bureau records indicate that 143 industries were

deNieloped by ICDP. Thirty-seven facilities closed during/the periodt, It'

must be noted that seven firms never became fully operational. ,Five of

the seven failed to become even partially operational.35 (See appendix.'C.)

This; indicates that some firms are being recorded as being established
by ICDP when, .in reality, no entity has actually materialized.

1 5TIlese figures wi ,e 'compiled from data contained in the quartqrly
Summaries of Employment in Industrial and Commercial Enterprises Established

in seIndian.Labor Force Ara, and appendix C.
.,
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In evaluating the ICDP and the rate of closures, another factor must
be considered. In several instances; firms have been established on a
veLy marginal basis at best. They have operated'for a very short period
and then been forced to close because of poor management, poor markets,
or financial problems that can no longer be alleviated, even witTNureau
assistance.

In many cases, it appears that individuals from outside the Bureau
and the'tribes who are establishing businesses on the reservations are not
investirg.capital in those businesses. In cases where individuals are
.engaged as managers, it is later discovered that their past experience in
no way qualifies them to continue as man,gers.

There is no evidence,to show that actual fraud has taken place;,,
however, there is ample evidence to indicate that maw of the difficulties
.can be attributed to activities' of the individuals who hold themselves
opt to be experts in a fiel charging feelfor management, but never
entering into the business as partner, shareholder or otherwise invest
ing in the business.

These conditions may well have led to closure of some businesses,
causing losses to tribes as well as the Government. , However, the purpose
of .the ICDP is to imprcve employment opportunities on the reservations.
The value of the program exists not,in the establishment of plants or
'facilities, but in providing emploYM t.to unemployed Indian people and
raising income on the reservations where facilities are located.

These factors arkthe.subject of evaluation in chapter 6.

I
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Chaptef 6

INDUSTRIAL DEVELOPMENT EMPLOYMENT

In the previous chapter, discussion tentered on implementation of

-the Industrial and'Commercial DevLopment Program recommended by the

Task farce on Indisti Affairs. The number of industries, types, and

their uccess s and failures wire presented. As shownin preceding

chapte s, t rime purpose of the Bureau's action in establishing a

new Division of Economic Development in,1962 was to provide assistance

needed to establish individual and tribal enterprises, and to assist

tribes in encouraging establishment of private manufacturing plants in

localities where they would provide tribal members with greater oppor-

tunities for year=found employment.
, C

This chapiA is devoted to the analysis of employment opportunities

created through establishment of business entities on reservations with

assittancetpf the Bufeau's ICDP. The analysis is approaceed-through

presentation of histOrical,data surrOu.r1 ng the status of Indian employ'-

. meet; a study of the sources of emplo nt on reservations;' a review of

employment patterns present in'IDCP-esiabliShed.intustries; _and; finally,

, an analysis of the impact specific industries have had on reaervstiod
6-

unemployment problems.

STATUS OF INDIAN EMPLOYMENT

The status of Indian employment has been'of major concern to the

Federal Government for many years. Previous studies of Indian employment

often concentrated on t..nployment in one area, such as agriculture .or

forestry. The.need fpr a more comprehensive study to determine employment

conditionS on the reservations and in areas adjacent thereto led the

Honorable Wayne N. Aspinall, Chairman, Committee on Interior and Insular

Affairs, House of RepreSentatives, to institute a study to determine

Indian employment conditions.1 In presenting the three-part study to

the full membership of the HouseCommittee, he opened his covering letter

. with the statekent:

Among the major questions presently confronting this .

committee is-the matter of Itnemployment on or near reserva-

tions. We have had numerous inquiries regarding unemploy-

ment, but due to the variety of Government agencies involved,

we'have not been able to answer these inquiries in a satis-

factorymanner.2

1
U.S. Congrabs, House of Representatives, Committee on Interior

and Insular Affairs, Indian Unemployment Survey, 88th Congress,

Zst cession (Washington: Government Printing Office, 1963).

2lbid., p. VI.
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The study was accomplished through use of a questionnaire sent to
Agency officials, tribal officials, and various State and Federal agencies.
The questionnaire returns disclosed that Indian unemployment ran from as
low as 15 percent in the Choctaw area to as high as63 percent in the
Cheyenne area. Results of this survey are shown in table 6-1 on the
following page.

Study results also disclosed that many of the tribes were greatly
concerned with the high rates of unemployment. Several tribes acknowledged
the need for development of industrial enterprises to provide opportunities
for employment on the reservations. In some instances, tribes disclosed
plans for investment of tribal funds in business ventures in an attempt
to stimulate employment opportunities in the reservation areas. 3

These
endeavors would, for the most part, be undertaken with assistance from
the Bureau.

The Bureau's Division of Economic Development was expected to increase
employment opportunities on cr near reservations through establishment of
additional industries. The program emphasis had been pointed up by
Commissioner Philleo Nash in his 1962 annual report. Nash stated that
three new industrial plants had opened in 1962 and one expanded in reser-
vation areas. These plants were expected to provide employment for
approximately 806 people,4

The Commissioner went on to report that, to date, 20 plants had been
established on or ne t reservations. These were brought into being through
the combined efforts of the tribes, local communities, the Bureau, and
,other Government agencies. These plants were expected to provide employ-
ment for 3,200 persons, 70 percent of whom would be Indian.5

The survey conducted during 1962 disclosed an exceptionally high rate
of unemployment. Table 6 -1 on the following page offers an opportunity to
study the etiiployment situaeion as it existed upon presentation of the
survey results in 1963.

This table, presented in an area-by-area form--the form used by the
Bureau until the late sixties- -shows the total Indian force available in
each area, the employment of Indians, and the percentage, of full-time
employment.

As can be seen, there were 67,855 Indians over 18 years of age .

considered to be in the labor force. Of the total available, 25 percent
were employed on a full-time basis. When those workers reported as being
employed in part-time positions at the time of the survey are included,
an employment, rate of 45 percent is reached.

3
Ibid., p. 377.

4
Secretary of the Interior, Annual Report (Washingtov Government

Printing- Office, Z963), p. 22.

- ' 5/bid.
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TABLE 6-1

INDIAN LABOR FORCE AND EMPLOYMENT

Area

Labor Force
18 Yrs. & over

(1963)

Full-Time
Employment

Part-Time
Employment

Percent
Employed
Full Time

,

Aberdeen 13,899 3,013 2,091 20%

Billings 6,590 1,857 1,108 28%

Gallup 29,720 8,367 7,564 87,

Minneapolis 4,903 921 1,036 19%

Phoenix 7,208 1,672 1,027 23% C

Portlandl 4,852 1,038 1,131 20%

Sacramento

TOTALS

583 182 16 31%

67,855 , 17,050 13,973 '25%

Source: Compiled from data contained in the "Indian Unemployment Survey," House
Committee on Interior and Insular Affairs, 88th Congress, 1st Session,

July 1963.

a Pima agency figures were not available for the year.

b Much of these clta are estimates made by agency personnel.

t



Employment rates varied from the 31 percent employed full time in
the Sacramento, California, area to the low of 19 percent in the
Minneapolis, Minnesota, area. It can further be seen that the Minneapolis
area had a high number of part-time laborers. The Billings and Gallup

, areas also had nearly asmany part-time workers as full-time. This may
well be attributable to the agrarian nature of the area, and cultural
factors.

Analyzing the impact of establishing businesses and industrial
employment opportunities on reservations is significantly hampered by
changes that have been instituted in accounting for-the labor force in
reservation areas.

In March of 1965, the Bureau instituted the Semi-Annual Report of
Labor Force, Employment, and Unemployment. This report was, and is,
completed by Area Directors and Superintendents of Agencies. Information,
in the report includes the total number of Indians available for labor
14 years and over, with no upper limit to the age. The Commissioner's
instructions stressed the need for accurate unemployment data from-the
reservations and suggested that extensive use. be Made of their records
kept by Employment Assistance, Welfare, and Education Branches in each
Agency.6

The method of collection of dataclosely paralleled that used to
prepare the 1963 congressional report of Indian unemployment referred
to previously in this chapter. There was, however, one significant
diffexence in the agc...,used for..accounting.

The adding,?tl-FOur-year span of age'to,accotibting for the labor
force created a significantly larger number of employables.

Although the Bureau survey provided opportunity for excluding persons
over 14 from the labor force under certain conditions--for example, student*,
personschronically illfor otherwise incapacitated, and women caring for
dependent children or *er reasons--there is no way to determine hoW
many 14-18-year-old pe ons included in the survey were. truly in an employ-
able status.

Survey results for 1 65 are shown in table 6-2 on the following page.
It is readily apparent fh4 the unemptloyment rate had not been significantly
reduced by the additionployment of 467 Indians who were now working
in ICDP enterprises. The rate of unemployment was now running from a low.
of 34 percent in the Portland area to a high of 63 percent in the Aberdeen
area. Here again, one must consider that in some areas,sueh as Aberdeen,
Billings, and Phoenix, the problem of seasonal employment in agriculture

6'
Bureau of Indian Affairs, Memorandum, "First Semi-Annual Report of

Labor Force, BMployment, and Unemployment (March 1965)" (Washington:
Bureau of Indian Affairs, 1965) (Unpublished).
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TABLE 6-2

INDIAN RESERVATION LABOR FORCE AND UNEMPLOYMENT

(December 1965)

cir

Labor
Force
(14 yrs.

& Older

1.

Total
Number
Eiployed

UNEMPLOYED

Percent
of Labor

Force

Male Female

....

Aberdeen Area 14,000 ';5,350
\

63 5,318 4,032

Billings Area 6,747 '3,79 , 50 \ 2,386 982

Gallup Area 29,487 16,579 44 11 7,144 5,764

Minneapolis Area 5,128 3,177 38 952 999

Phoenix Area 9,325 4,364 53 2,080 2,881

Portland Area 6,711 4,416 34 940 1,355

Sacramento Area 452 250 45 126 76

Central Office
Reservations 362 165 46 71 96

Source: Compiled from Indian Reservation Labor Force and Unemployment, Annual Report of Bureau of

qndian Affairs (unpublished).



is a constant factor. Employment surveys conducted before and after the
season fail to include those people who could be employed for as much as
six months without being properly accounted as being employed./ This is
of particular significance in studying this period, because of the 14-18 -
year -old group. They may well be employed in such types of work, since
most agricultural activity is exempt from many labor laws affecting manu-
facturing or other enterprises.

It is also almost impossible to determine the percentage of unemployed
who want tg remain idle regardless of the number of employment opportunities
available.

The growth of industry and increased employment opportunities cannot
produce a measurable reduction in unemployment percentage if the basis for
measurement is chaFged to include a greater number of individuals, many of
whom are definitely unemployable in the types of. indpstries being developed,
in the employment areas.

During 1967, the Bureau made another significant change in the
description:of the total, labor force. As has been discussed, the labor
force was considered to be those over 14 years'old not attendifig school
or otherwise available for labor. The Bureau now amended its data-
gathering forms to describe the labor force as those .16 years and older.

The effect of the change on the percentage of unemployed can readily
be seen when the 1966 area employment data in table 6-3 are compared with
the 1967 area data in table 6 -4. In the Aberdeen area there was a
reduction of six percent in the rate of unemployment, although there was
less than a five percent increase in the number of employed persons..

0

An even greater change can be seen in comparing the Phoenix area.
In 1966, the total labor force was 15,481, with 8,189 persons employed.
These figures in the 1967 report changed to 12,517 in the labor force,
with 7,800 employed. The rate of unemployment dropped from 47 percent
to 38 percent, even though total employment also dropped.

The use of area data does not allow a close analysis of the ICDP.
impact on employment. Therefore, since the data on employment are avail-.
able on a State basis and ICDP establishments are also recorded by State,
employment created by ICDP will be compared on the basis of States as
well as reservations in a later portion of this chapter. However, it must
be recognized that there are several majorsc.xces of employment available
to Indians, residing on the reservations.

7
Alan L. Sorkin, American Indians and Federal Aid (Washington:

The Brooki:ngs Tnstitution, Z97Z),.p: 14.

8Ibid.
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INDIAN RESERVATION LABOR FORCE AND UNEMPLOYMENT ri

TABLE 6-3

0

f`

(September 1966)

Labor
Force
(14 yrs.

& over)

Total
Number
Employed

UNEMPLOYED

Percent
of Labor
Force

Male Female

Werdeen Area 14,471 7,255 '49 4,211 2,946

Albuquerque Area 8:674 4,873 43 1,722 2,075 .

Billings Area 6,924 4,741 - 32 1,445. 738

Minneapolis Area .5,139 3,550 31 766 823.
.

-Navajo Area 30,481 23,189 32 5,264 4,600

Phoenix Area 15,481 8,189 47 3.119 . 4,173

Portland Area 6,401 4,206 34 963 , 1,232
...

Sacramento Area 439 299 ". 31 54 86

Central Office
Reservations- 2,104 1,863 11 fp 132 109

. .

Source: Compiled from Indian Reservation Labor Force and Unemployment, Annual Report of Bureau of

Indian'`Affairs (unpublished).

.'
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'16
TABLE 6-4

INDIAN RESF.RVirION LABOR FORCE AND UNEMPLOYMEAT
(December 1967)

A

.

., .

.
.

.
a

.0
6 45. '

C

-

r,

.

.

Labor
Force'

'(16 yrs.

& Over) '+
, .,

4.,

,

Total
Number

Employed.

-

.

UNEMPLOYED
1

Percent
of Labor
Force

Male , Female

f

.

,-

.

.

tt,

%

Aberdeen Area

Albuquerque Area

Billings AreaArea

Gallup Area

Minneapolis Area
,

Phoenix Area

Portland Area

Sacramento Area

Central Office I

_Reservaiions
,-...

. .

.

.

.

ft.

...

'.

d
13;295

'8;760

6,960

30,804

5,423

12,517

,7,544v

3870

2,004

''.'

-

'

7,6J,8

4,986

5,224

20,940

3,899

7,,800

5,421

301

1,531

43

44

25

32

28

38

28

22

24

3,493

1,815

872

5,264

867

2,524

994

33

262

2,115

1,958

865.

4,600 .

657

2,193

1,229

53

211

Source: Compiiedfrpm Indian Reservation Labor Force and UnemployMentl Annual Report of Bureau of
Indian Athars'(anpublished).:
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SOURCES OF EMPLOYMENT

The range of employment Opportunities on the reservations is often
limited, with some of those located in isolated areas having little or.no
work available within commuting distance.9 On these reservations, there
is a desperate need for developing a'nucleus of economically successful
Indlan operators of farms, rancheso and small commercial undertakings.

_Table 6-5 on the4ollowing page reveals the major sources of employ-
' tent and income available to Indians residing on the reservations. In all
cases, the source of .employment provides over $1 million in earned income.
Owthe employees; however, in some instances, fewer than 300 persons are .

employed in'the field of endeavor.

Ldok'of dhta for the.yea'r of 1971 has made it necessary to use fiscal
year I9,72 data, which were collected by the Bureau for planning purposes.11

"-4(TheseipiEa will now be collected on a regular basis, making it possible
to ascertain trends in'the future.)12 Even though the data for 1972 '

include a period slightly beyond the inclusive dates of this study, they
arebeing used for comparative purposes rather than-for the establishment
of a,trend;<therefore, they are deemed to be appropriately used.

C

. .. .

.7. 4 In 1969; government agencies, including State, tribal, and nearby
-- local governments, 6early provided the greatest numberof Indians with

employment.. Employment in agriculture was second and industrial and
commercial'enterprises third, with outdoor recreation endeavors the-

. , ,,r

- -

lowest.
. .. ,

';\ ,

While this..cbapter....is not devoted to the study of income generation,
it should be noted th1t ICDP- generated income was second only to govern-

:/ - ment, altholigh die combined earnings of rangeland.and dry farming do
exceed the total.-ICO.:earnings 1969for,.

4.
.

, . .
.

'Thar& has been a long:history of GoVernment efforts to create
,

an
agrarian economy. In 1968f Indians were not maximizing the usage of

-..

theirlands. In fact, less eflan 30 percent of their dry-farming lands
.

were Jeging'used. In contran to this, nearly 80 percent'of the open
, .

0
,

gpzinglands were utilized. - .

. . ..

. 4
, ',:'

9
YilliaM A -Bropy

4
and Sophie D. Aberle, The Indian, America's

Unfinished Business (Norman, Oklahomai- University of Oklahoma Press,
1966), p. yo.

, lo .

Ibid.' ,

11
Statement ofDr. LoufrConyer, Bureau of Indian Affair;s, in

personaZ interview, JuZy 20,.1.973.

-.1 12 .' '

-.Ibid.
. . .. >t " r e

(.!
. -

13Solikin,
op. cit., p." 66-.

t
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urce

ERAL GOVERNMENT (TOTAL)

Bureau of Indian Affairs

Indian Health Service

O.E.O. Programs

Other Federal Government -

IBAL GOVERNMENT

TNER GOVERNMENT e

TABLE 6-5

INDIAN EMPLOYMENT kND EARNINGS, BY SOURCE

DMMERCIAL AND INDUSTRIAL (TOTAL)

Bureau nC.D.P:

Tribal Developments

Non-Bureau ComMercialc
P

.

RICUiTURE (TOTAL) ..

(**
Rangeland4
Dry Farming and Pasture

)RESTI(YY

ERALS

RECREATION.

1969 - 1932

Employment Earnings Employment Earnings

($17,828) ($75,188,600) ($36,504) ($159,019,600)

N/A N/A 7,324 51,920000

N/A N/A 1,684 19,129,200

N/A N/A 5,193 '23,589,400

N/A N/A 3,706 19,648,000

N/A N/A 4,736 44,732,500
D

NA, N/A 18,597 44,063,600

(7,456) '30,752,000 '. 17,964
0

(90,766;000)

N/A N/A 8,018 44,510;400

N/A N/A 940 3,961,900

N/A N/A 9,006 42,273,700
t

(12,485) . (39,358,700) .: (23,116) (42,839,400)

1969a 1972a

11,174 28,90,800
,

d d

, 1,311 10,414,900 , d d

.:. ,

.2,247 14,730,000 2 1,781 , 12,720,300

577 6,663,800 1,122 11,965,100.
R 255 1,306,200

0

401 1,454,400

Includes only those areas studied.
l

Includes state, county, and local ,governments.

Includes employment in industry. and_ commerce not induced by bureau or tribal funding.
. . . '

CES: Bureau of Indian Afffira,'"Sumnary of Reservution.Development,Stales and Apalyies" (Washington:
Bureau of Indian Affairs, August, 1969) (DuplIcitedY=and,."BIA program planning output data .

(Washington: ,Bureau of Indian Affairs, Decembei 1972)'(CampuOririntouts)4 '
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The Sources of employment depicted in table 6-5 show that the Indians
are placing heavy reliance on employment in government agencies. While
Indian lands are limited in size and not fully utilized for agriculture
where poseible,14 only slightly over 33 percent of the Indians are using
the agricultural field as a source of employment.15, In 'contrast to this,
nearly 44 nerceptwere employed in government in 1969.

As has been.previously'muted7, it is not possible to make a defiaite
statement as to trends16 with the dataof table 6-5. It is, however,

: possible to that Government employment in 1972 consisted of
over 46 percent of the total number of Indians employed, while agricultural
employment had fallen to 26 percent of the total Indian workers.

"'

The,1969 employment in ICDP was slightly over 18 percent of reported
Indian employees, with no specific breakdown as to .,the exact source of such
employment. The 1972 reports. make it possible to see that 22 percent of
those employed were engagea_ie.Some form of commercial and industrial
endeavor. Of these, approximately 50 percent were employed in reservation-
located enterprises entablishedtwith Bureau and tribal assistance.

At first glancew it`would 'appear that employment,in commerce and
industry had more than doubled'. Such is not the case. 4 There has been a
modest increase in the number of Indians employed in ICDP-induced -enter-
prises. However, the sudden increase is due to the reporting of the
'number of Indians employed in businesses that are not established by
the tribes or the Bureau. It is not possible to make a positive assesg-
ment of the location of these.businessee, but it is assumed that they

I are either on the-reservation or within commuting'distance%

Even with the induction of these workers into the records, it does
not reverse the fact that government, and primarily the Federal Government,
'is the.major employment source for the reservation-dwelling Indians. It
is not possible to ascertain from the data whether those Indians
emp oyed in the Central Office of the Bureau and in the Area Offices are
incl ded in,,this figure. If yes, these are relOcated persons and could
note considered residents of the reservations. If no, then even more

'Indians'are employed by government than indicated in the table.

°

15
Agri, ulturalddata available do not show the number employed and

income earned by Indians in farming irrigated landS. Such a ,program
should,be included ava- 4eparate source of employment.

rt is evide;it that data- gathering techniques and categories of
empZoyment reported have been changed. Several categories of governmel#
and commercial and industrial employment are now available, while agri-
culture is now d combincid figure. This makes exact comparisons impos-
sible, but it bettei,,depicts current employment sources.

f



Such heavy reliance on government employment could well become
'disadvantageous to many tribes. In the event of a serious cutback in
employment provided by Federal agencies, some tribes already facing
unemployment problems could find themselves in serious difficulties.

For-instance, if OEO programs were suspended, over 5,000 Indians
Would 'tiLseeking employment in other fields. On some reservations, the
opportipties are very limited--for example, the Pine Ridge Reservation,
which had 130 Indians employed in OEO programs and 835 in government
agencies in _genera1.17 The reservation had 443 employed in commerce and
industry but no employment in agriCulture. Thus, of the total employed,
over 65 percent were in government. Of. these, 16 percent were in OEO
programs:

The Fort Belknap Reservation presents even a more dismal picture.
Here, over 25 percent of the government employment is through OEO programs,
and nongovernment employment is approximately 28 percent of the total
employment ou the reservation. There is no reported employment in
agriculture. 18

From the data in table 6-5, it is evident that commercial and
industrial development is playing a very important role in the creation
of employment on reservations. With only 22 percent of the total number
of Indians being employed in commercial and industrial endeavors, the
income generated by such employment exceeds all other sources except
.for government. Income from employment in ICDP enterprises exceedi that
of agricultural earnings-by nearly $2 million.

Since this chapter is not devoted to income analysis, a further
discussion of income generation by sources is included in chapter'7,
with'table 7-7 'depicting reservation income.

One -Of-the-factors that bear scrutiny is that while employment in
agriculture has increased nearly 100 percent between the reporting dates,
the income reported has increased by only slightly over $3 million. This
would indicate that either employment oearnings lave been misstated.
However, in direct comparison, it is also evident that agricultural
pursuits show a lesser eturn_than-do the commercial and industrial
earnings.

This is also an important factor that must be considered in the future.
Since reservation and trust lands are limited in.size and often an isolated
areas that do not lend themselves.well to agricUleUral pursuits, considera-
tion must be given to the potential return thatcan be gained through
establishing an industry.

1712,-,eau of Indian Affairs, "BIA'Program Planning Output Data"
OdshinFon: Buitau of Indian A December 1972) (Computer
'Printout,.

18
Ibid.
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For example, the establishment of an enterprise on the Pine Ridge
Reservation, Wright-McGill Company,19 converted an unused, nonproductive
agricultural building into an enterprise that provided employment for
225 Indians. Although the business closed after ve years of operation,
the buildings created over 1,000'an-years of empl . fl ent and over
0 million in'earned income.

...)In another instance, Omni-Lab, Inc., 20 converte an unused school
building into an electronics industry employing 25 In..ans who would
otherwise not had employment. In addition, the buildin would have
deteriorated through nonuse. Thus, another nonproductive .uilding became
a valuable source of employment and income.

The importance of ICDP employment'is well-evidenced in table 6-5
when it is compared with the other major sources of employment. Also,
this type of employment tends to create additional employment opportuni-
ties through the development of commercial entities to support the buying
demands of those employed in industrial plants.21

With the rate of unemployment running from 55 to 75 percent during
parts of the year,22 employment in ICDP enterprises tends to act as a
deterrent to increased Indian unemployment on a national basis. The
specific impact that IDCP employment had had op the Indian unemployment
problem is discussed in subsequent pages: Ftist, the national impact.
and, second., the'direct reservation impact.

NATION-WIDE RESERVATION EMPLOYMENT

The national impact of ICDP can be measured in terms of man-years
of employment by analyzing the total number of job opportunities created
through establishment of enterprises. Fulther analysis reveals the
number of Indians employed in industries opening in reservation areas.'

Although there has been a long history of Government efforts to

create an agrarian economy for the Indidns, in 1968 Indians were using
leis than 30 percent of their irrigated lands. about 25 percent of their

19
See Appendix B-3. .

20
See Appendix B-9.

21
Chamber of Commerce of the United States, What New Industrial

Jobs Mean to a Comunity (Washington: Chamber of Commerce, 1965),
pp. 4-5.

22Mamie
L. Mien, Federal Facilities for Indians, Tribal Relations

with the Federal Government (Washington: Governmeht Printing Office,
1967), A Report for the Committee on Appropriations, United States Senate.
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dry-farming lands, and 80 percent of their open grazing lands.23 This

is further reflected in ehe number of Indians employed is stfch pursuits
as depicted in table 6-5. Of the 40,848 individuals employed in various
fields, slightly over one-third are involved in the agricultural area.

In contrast to this, nearly 44 percent are employed-by government
agencies and 18 percent are employed'in industrial and commercial endeavors.
It is evident that.there is a heavy reliance on employment in government
facilities. This could well become disadvantageous. In the event of a
reduction of government employment, a more serious unemployment problem
would face many of the tribes.

While 18 percent of those employed are currently filling positions
in commercial and industrial enterprises, it is possible this percentage

could increased through expansion of employment opportunities in

'presently existing enterprises. It is also possible for-epployment to
expand through development of commercial entitiq to support the buying
demands of those employed in industrial plants.2"

Studying'the creation of employment opportunities on the basis of
time periods makes it possible to discern patterns of employment growth
present in the various periods.

ICDP Employment, 1963-1965

The period between 1963 and 1965, as shown'in chapter 5, especially
in table 5-1, was a time of significant increase in the number of
enterprises opening on or near the Indian lands under study. Between

1963 and 1965, 'a total of 42 new enterprises were introduced and 11
closed, leaving a net,-gain of 31 facilities.

Those plants that cl sed during the period caused a loss of a total
of 187-positions, of which 178 had been filled by Indian' employees.

(See appendix C.) However, employment rose from approximately 1,200 in
1962,2) of which some 735 were Indian, to 2,597 in 1965, with 1,313

being Indian employees.

.
In 1963, Indian employment in ICDP enterprises exceeded non-Indian

employment by six persons: 846 to 840. There were some 153 new positions

opened as a result of the net gain of 11 new firms opened in 1963. Twenty

23
Sorkin, op. cit., p. 66.

24
Chamber of Commerceof the United States, What New Industrial

.Jobs Mean to a Community (Washington: Chamber of Commerce, 1968),

pp. 4-5. .

25
Thie figure is approximated, using the 1963 employment report

to determine employment in,plants established prior to 1962.

$

104

iff



r

positions, 15 of which were filled by Indians,were lost because of
closures (see appendix C); leaving a net increase of 133. The following
table shows this pattern of employment growth during the period:

Table 6-6

Employment in 'CM Enterprises
1963-1965

New New (a)Total TotalYear
Non-Indian Non-Indian Indian Indian

1963 840 91 846 62

1964 848 268 883 234

s,
1965 , 1,284 370 1,313 306

(a) Newly formed jobs in enterprises opening during the year.

Source: Compiled from Bureau of Indian Affairs, "Industrial and
Commercial Enterprises Established on or near Reservations"
(Washington; Bureau of Indian Affairs, 1963-1965) (Duplicated).

The rate of Indian employment by ICDPrindficed enterprises closely
paralleled that of non-Indian employment during 1964 when the total
employment rose to 1,731i,with 883 of the jobs filled with Indian
employees,

The year 1964 saw an increase in total employment, with a rise. of
over 100 percent in non-Indian employment and an increase of Over 370
percent in Indian employment in firms established during the year.
However, as shown in table 6-7 on page 106, actual Indian employment
rose only four percent and non-Indian employment by one percent.. This is
attributable to the closures of some firms and the reduction of labor in
others.

Table 6-7 further shows that there was a gross increase of 65 jobs
with a net increase of 45. Fifty-seven new jobs were created in arts
and crafts, five in manufacturing, and three in agriculture. However,
20 were lost because of a loss of employment in service industries. Thus,
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TABLE 6-7

EMPLOYMENT IN ICDP
ESTABLISHED ENTERPRISES -

(1963-1965)

BY INDUSTRY

Industry

1963
Total-Indian'

1964
Total-Indian

1965

Total-Indian

.Agricultural 31-24 .
34-27 42-23

A

Arts & Crafts 123-123 180-165 226-205

Manufacturing 1,512-689' 1,517-695 2,309-1,085
4

Services . A 20-10 0-0 0-0

TOTALS 1,686-846 1,731 -883 2,597-1,313

Source: Compiled from unpublished Bureau of Indian, Affairs Quarterly

'Reports of "Industrial and Commercial Enterprises Established

on or Near Reservations."



for the year 1964 an increase of 45 man-yeari of employment resulted from
establishment of the new firms; however, 37 man-years of this increase' .

4Vere id Indian employment. A table of man-years of employment is included
as appendix D.

In 1965, employment26 increased to 2,597 persons, of whom.1,313 were
Indian people, an increase of 69'- percent in total and slightly over 40
percent in Indian employment. The major increase in employment came again
in manufacturing. The increase of 390 Indian employees resulted primarily
from the opening of the Fairchild Semi-Conductor plant, whose history
has beeri-included as appendix B-6. This firm employed 229 Indians in
1965 while establishing their operations.

During 1965, the Bureau .ICDP established seven new enterprises on
Indian lands under study and closed six, for a net gain of one. The
'closures caused a loss of employment of 26 Indians in manufacturing firms
and 16 in arts and crafts. Although the closure rate was extremely high
in this year,the gains in employment were also extremely high.

The firms established in 1965 created employment for 62 non-Indian
and 298 Indian employees. Of the 298 Indians entering into newly
established firms, 229 (as previously' noted) entered into employment with
the Fairchild Semi-Conductor Division, located on the Navajo Reservation,
New Mexico. The additional employment is attributed to: (1) expansion
of previously. established firms, or (2) initial operations of firms
recorded as established in 1964.

The, gain o'f 866 jobs must be considered a net gain of-positions.
'Plant closures resulted in a loss of 72 positions, of which 42 were Indian.
Reductions of labor force in agricultural enterprises resulted in losses
of employment in that field; however, these losses were minimal. Thus,
the year saw a significant growth in employment, although the net gain
in 'operating enterprises was only one.

Indian employment enjoyed a net gain of 430 man-years of employment,
which very nearly matched the 436 additional man -years of employment
gained in non-Indian employment., This gain seemed'to have little if any
impact on the unemplbymentjate in the various areas of Indian lands.
This may well have been a result of record keeping and data gathering,
rather than a result of any physical,changes in the Indian labor force:'

.1966 Employment

The Bureau and the tribes continued to emphasize the establishment
of enterprises that could provide a high volume of employment in a
relatively short period of time. For example, in 1966 thirteenof the
eighteen enterprises opening were manufacturing facilities.

26
Uldess otherwise indicated, employment will hereafter describe

ICDP-induced employment only.
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Employment of Indians in ICDP-induced enterprises showed a net
increase in 1966 of 910 Indian employees, with 798 of those being employed

in manufacturing facilities. The data in table 6-8, page 109, point out

this'increase. The table also reveals the firSt employment in wholesale

and retail enterprises. The new service enterprises opened provided

employment for 44 Indians.

The 18 firms opening in 1966 provided 248 new jobs for Indians. As

seen in table 6-9 on page 110, Arizona and Florida benefited most from the

increases, with Arizona having 94 jobs and Florida 5. New Metico had

only 15 jobs in newly opened firms, but an additional 251 Indians were

employed in the Fairchild plant.

The net gain of 940 man-years of employment in this year increased

the total by slightly over 70 percent and was over 100 percent greater
than the previous increase in man-yeais of employment. See appendix E.

In September of 1966, the total Indian labor force in the Nation

was estimated to be about 132,000,27 an increase of 12,000 over the

March 1966 estimate.28 Duiing March the estimated rate of unemployment

had been 46 percent, while in September the rate had fallen to about 38

percent. These changes were believed to be the result of the seasonality

of employment.

Although these are national figures, it is possible that the lands
4;

under study had the same pattern of employment.

Employment, 1967-1971

This period was the most active one in the histofy of the ICDP, with

126 new facilities opening. Closure of 36 businesses left a net gain of

90 operational enterprises, employing an additional 1,476 Indians. By

1971, the total Indian labor force had r,isen'from slightly under 800 in

1962'to 4,658, an-increase of over 500 percent.

The increased employment included employment of Indians in many
Stdtes. The impact of openings and cloings of plants varied from
State to State. For instance, In_ 1967, table 6-10, en page 111,
hhows%that.MontanaJlost 20 percent of the Indian labor force when
Indians became unemployed as a result of closures or reduction of Indian
employment by plants in the State. Montana, as shown in table 6-10, has
an Indian unemployment rate of 25 percent in 1967. (See page 1111).

Thus, such a loss increased.unemployment by one percent.

Meanwhile, the State of Washington had an increase of 180 jobs for,
Indians.' Most of these jobs (157) resulted from the opening of a new

27gizeh, op. cit., p. 796.

28Mizen, op. cit., p. 79G.
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TABLE 6-8'

EMPLOYMENT IN ICDP
ESTABLISHED ENTERPRISES'

Q

By Indu3try.

(1966-1971)

1966 ' 19C7 1968 1969 1970 1971
Industry Total-Indian Total-Indian Total-Indian Total-Indian Total-Indian Total-Indian

Agricultural 78-54 230-48 547-68 154-38 129-25 216-75

Arts & Crafts 241-227 298 -258 270-241 337-308 245 -227. a

Manufacturing '3,927-1,883 4,633-2,338 5,127-2,739 7,317-3,819 7,877-3,922 8;831-4,185

Services 50-40 91-70 78-59 103-54 155-121 269-210

Wholesale and
Retail 25-15 166-25 '200-23 187-77 230-129 257 -188

TOTALS 4,331-2;223 5,473-21739 6,222-3,182 8,098-4,296 8,636 -4,424 9,573 -4,658

a Included in Manufacturing in Bureau Reports.

Source: Compiled from unpublished BIA Quarterly Reports of "Industrial and Commercial Enterprises
Established on or near Reservations."
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STATE .

TABLE 6-9

INDIAN EMPLOYMENT IN ICDP ENTERPRISES
BY YEAR AND STATE

1966 1967 1968 1969 1970 1971

New -EOY New -EOY New -EOY New -EOY New-EOY New -EOY

Arizona 94-326 160-410 ' 19-531 60-891 27-771 249-1059

Florida 65-65' 0-38 0-38 0-34 0-17 0-13

Idaho 4-15 0-14 0-21 0 -14 0-13 0-15

Michigan '0 -0. 0-0 0-0 0-0 0-9 0-11

Minnesota 4-81 2-61 9-50 0-61 0-72 0-93

Mississippi 0-11 0-6 0-6, 0-4 10-18 0-55

Montada 127316- 0-256 16-253 106-509 64-511 24-549
0

Nebraska 0-0 0-0 0-35 8-38 4-30 1-26

Nevada '0-0 0-0 0-0 11-14 0-25 17-48

New Mexico 15-805 0-719 2-891 106-1717 127-1752 0-1746

New York 0-0 0-48 17-48 0-58 0-58 0-34

North Dakota 5-138 0-105 11 -126 0-118 7-132 26-178

'Oregon 0-0 29 -29 0-52 11-101 0-86 0-132
.,

South Dakota 24-331 ' 40-511 0-1296 68-248 0-325 31-268

Utah 0-0 0-0 0-0 12-12 10 -22 51-87

Washington '0-0 0-217 26-291 0-249 0-217 2-123

Wisconsin 12-165 0-217 0-211 8-187 0-152 0-140

Wyoming, 0 -0 0-0 0-10 0-43 0-25 0-12

TOTALS 227-2253 231-2631 82-2855 390-4281 258-4231 4014591

Key: New: New employment in enterprises started during year.,

EOY: Total number of Indians employed in ICDP enterprises at
year end.

SOURCE: Compiled from unpublished B.I.A. Reports on "Employment in
Industrial and Commercial Enterprises Established in Indian
Labor-Force Area."
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TABLE' 6-10

INDIAN LABOR FORCE AND EMPLOYMENT

BT-STATE IN-SELECTED YEARS_

STATE (1)

1967
(2) (3) (1)

1969
(2) (3) (1)

1971
(2) (3)

Arizona 41,298 27,521 37 48,594 24,096 50 52,385 30,815 41

Colorado 556 153 72 559 178 68 573 316 45

Florida ---411-- 356 13 428 357 17 391 357 9

Iowa 111 94 15 119 103 -13 118 77 35

Idaho 2,046 1,240 39 1,955 1,146 41 1,713 1,024 43

Michigan 236 163 31 247 178 48 1,085 414 62

Minnesota 3,010 2,019 33 3,300 1,993 40 3,586 2,078 42

Mississippi 1,020 766 25 1,020 766 25 945 839 11

Montana 5,741 4,311 25 6,040 3,733 38 6,123 3,654 40

Nebraska 927 524 43 886 563 36 1,145 426 _63
Nevada 770' 549 25 770 549 29, 1,021 547 46

New Mexico 8,204 4,833 42 10,059 5,164 41 25,479 16,211 36

North Dakota 3,473 1,737 50 3,545 1,500 58 4,106 1,642 60

Oregon 1,004 640 36 963 743 23 947 671 29

South Dakota 8,895 5,467 40 9,009 5;036 44 7,781 4,264 45

Utah 384 124 68 not reported 1,876 1,175 37

Washington 4,493 3,540 21 4,612' 3,445 26 5,266 3,415 35

Wisconsin 2,066 1,623 21 2,137 1,549 28 2,051 1,315 36

Wyoming 1,219 913 25 1,191 872 27; 2,096 601 45

Rey: (1) Total Labor Force Available

(2) Total Employed

(3) Percentage of Employment

SOURCE: Compiled ftom Indian Reservation Labor Force and Unemployment,
Annual Report. of Bureau of Indian Affairs (unpublished).
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furniture factAry near the Yakima Reservation. An increase of 180 jobs

may not seem gignificant; yet, in this case the result was a four percent

reduction in Indian unemployment in the State.

In 1967, as in previous years, the greatest increase in Indian
employment came through manufacturing firms. Some increases were,evident

in other areas, but these were minimal. Indian employment in nonmanufac-

turing activities was slightly over 14 percent of tr total labor force

being employed in ICDP-induced facilities.

The employment of Indians and non-Indians in ICDP-induced enterprises
had been approximately 50 percent each year until 1970. See figure 6-1,

page 113. However, between 1969 and,1971, the number of enterprises
operating on or near Indian lands under study rose from 78 to 123. During

this period, employment of Indians rose from 3,040 to 4,915, a net increase
of 1,875. Thus, the percentage of Indians employed in'ICDP facilities
dropped to 48 percent. This trend was contrary to the intent of the pro-

- gram as expressed by Commissioner Nash in 1962.29 Prior to 1971, Indian

employment had been slightly higher than non-Indian employment at all
times. For example, in 1969, Indian employment'had exceeded non-Indian
employment by 494 persons.

The opening and closing of plaints through efforts of the ICDP has

had varying effect on the employment rate in various States. For example,

in 1969, seven new firms were opened in the .State of Arizona, employing
60 Indians (table 5-1, page 67), while two firms closed. One company'

had never become Operational, and the other had never employed over one
Indian. Thus, the closings had no signiiic t impaCt on the employment

picture.

Opening of the new facilities had some impact on the rate of unemploy-
ment in the State. As shown in table 6-10, page 111, while two firms
in Arizona rose by over 7,000 Indians, and employment dropped by 3,425.
The employment of Indians in ICDP facilities in the State rose from 531
in 1968 to 888 in 1971. This additional numbei of Indians employed

account,A for the employment of five percent of the people entering the
labor force during the year. The 60 new positions opened constituted 17
percent of the increased employment opportunities.

The rate of unemployment in Arizona rose from 37 percent in 1967
to 50 percent in 1969. Without the employment in ICDP facilities; the
rate would have been 56 percent.

The State of South Dakota suffered a net loss of operating firms
In 1969, with three openings and four closings. The openings created 68

new employment opportunities, while,the closings caused a loss of'34 jobs.

The new gain of 34 jobs had virtually no impact on Indian unemployment
problems in the State.

!t,

29Secretary of the Interiors Annual Report,-1963, op. cif.
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, The total labor force grew by 114 persons between 1961 and 1969.
Employment in ICDP facilities in,the State dropped from 511 in 1967 to

263 in 1969. Much of the loss was attAbutable to the closing of, the

Wright-McGill facility in 1968. This firm had employed 250 Indians.

The increase in the unemployment rate from 40 percent in 1967 to 44

percent in 1969 t5an somewhat be accounted for by the 49 percent loss

Of employment in ICDP facilities. Employment in such facilities had

accounted for over nine percent of those Indians employed in 1967. In

1969, this dropped to four percent-

The furniture factory opened in 1967 in Yakima, Washington, closed

in 1970, resulting in a loss of employment for 212 Indians. The loss

of jobs combined with an increase in the labor force (see table 6-10)

caused an increase of nine percent in the unemployment rate among the
Indians of the State, raising the rate from 26 percent in 1969 to 35

percentin 1971.

The measure bf employment on a State-by-State basis has provided
a general view'of the broad impact of the ICDP. However, a more

important measure 3s the impact ICDP has had on specific reservations.

RESERVATION IMPACT
-

The ICDP has had varying impact on reservations. In most cases,

firms locating on reservations employ 10 percent or less'of the total
labor force of the reservation.30 However,.on the Navajo Resertration.

the total number, of enterprises employ 1,608 of the 36,570-person labor

force resulting in employment of less than five percent of the labor

force.3.1

The results differ on a small reservation such as the Crow Reservation

in Montana. Here, with a labor force of 940, and 187 employed in
ICDP-establi§hed enterprises, the rate of ICDP employment is approximately

I. 20 percent.34 One industry on this reservation, Big Horn Carpet'Mills,

employs slightly over seven percent ofthe labor force. The firm is

currently employing Indians as line supervisors and clerical personnel.

These are general examples of the varied impa; ct develuments have

had on reservations. Some further examples of specific industries follow.

Fort Peck Tribal Industries

The history of Fort Peck Tribal Industries is included as appendix

B-10. This firm is tribally owned and employs 10 percent of the reservation.

30lndustrial
Development Questionnaire.

31
These data were extracted from Buivau of Indian Affairs, "EMployment

in Industrial and Commercial Enterprises Established in Indian Labor Force

.Areas" (Washington: Bureau of Indian Affairs, 1971)(DuplicatoA and Run'au

of Indian Affairs,."Summary of Reservation Developiga Studies cznd Anatyfrcs" r's

(Washington: Bureau of Indian ARairs, Z96) (Puplicatea).

32
/bid.
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labor force when it is in operation. The labor force is over 85 percent
. 'Indian, and Indians are used as managers and clerical personnel, with

wages ranging from $1.65 to$2.09 per hour. In the view of tribal
officials, this company is extremely important to the reservation economy.
One official said:

The need for developing business enterRtises on the
reservation is so great that words can't describe this
urgenCy. Our industry at present isn't functioning because

.

we've completed one contract and are awaiting another to
materialize. The impact of this shutdown is terrible. The

whole economy has sloweddown and not only are our welfare
funds being depleted but our law and order problems are
mounting 33.

Lakota Products, Inc.

,

The South-Dakota-based firm of Lakota Products, Inc., is located
on the Rosebud Reservation. The company manufactures'wood products,
using Indian personnel for over 85,peicent of the labor force. Indians

are provided training during their early days of employment, and sexteral
are being used as management personnel. The company employs over 10
percent but less than 20 percent of the local labor force.

The benefits enjoyed by the. Indian people as a reSult of these
business establishments are greater than just employment. As can be
seen, the establishment of a,business often results in the Indian being

trained for employment, employed asa manager,supervisor,.or, in a
clerical position, enjoying wages higher than minimum wages,'and in many
instances makes &t pOssible to reduce the'welfare costs on the reserva-
tion.

Training in ICDP Enterprises

In 86 percent of the industries being established by the'Bureau and
tribes, some form of training is being' offered to new employees.35 In

59 percent of the Cases, this training period is supported through, use
of Bureau OJT funds. Insole instances (lc" percent), the employer had

Ipaid for the training. In others, the employees have already been
trained, through previous experience or one of-the manpower developMent
training programs- - Federal. State, or in,some instances, tribal.

In a recent manpower survey of the Navajo Tribe, more than 21,000
expressed an interest in being trained for new or better jobd,36 Several

33
Industrial Development Questionnaire.

34
Industrial Development Questionnaire.

.35
End.

36
Bireau of Indian Affairs, New IndUstrial Opportunity in Navajoland,

Education and Training" (Window Rock, Arizona: Bureau of Indian Affairs,

1972) (Pamphlet).
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people_reported they were receiving training as ca criers, secretaries,
welders, and cartographers at the Manpower Development Training Center.

,at Fort Defiance.37' In. addition, 74 percent of the people reported
receiving occupational training on the job.

Occupational training in on=the-job situations varies from the

.

- complete initial training Program conducted by GeneralDynamics CorpOration
(see appendix p-13) in an on-site program to the program used by Textronics,

. Inc:, to train the Warm Springs assembly plant personnel-at the Textronics
. L .

=1)..lant. '
S
1,

N. Such training programs ha;16 ;lade it possible for Indians to be
utilized'in%positions other than laborers in an assembly line situation.

4

Manager
-

There has been a reluctance among Indians to 'accept supervisory'
Positions in the Past.38 Hvwever, this seems to have been disappearing ' -

in recent:years, although theBureau still recognizes it as a major
problem that might face employers locating on reservations.39

. I

In 41 percent of,the plants surveyed,40 Indians are employed as 4
line supervisors,and in 27 percent the plant Tanagers are Indian. The
General Dynamics plant (see appendix B-13) Lo.ean Indian gelieral foreman
supervising the activities' of 90 employees, 81 of whom are Indian.

The Warm Springs assembly plant (see appendix B-15) has.a 100 percent
Indian labor force. The plant manager, line supervisors, and clerical
personnel are all from the same tribe. As previously discussed in chapter
5, this firm is contemplating expansion.

Even in f!,-ms no longer in operation on the reservations, Indians
have performed unties as managers, supervisors, and clerical personnel.

The Brest-Wheel 'Company, located on Colorado River Indian Reservation,
Parker, Arizona, introduced a new philosophy when Prest-Wheel Vice President
Sam Lockshin refused to.hire Indians only asworkers31 Lockshin said, "I
was determined to develop a management attitude and responsibility among
the people on-the reservation." In this, he was somewhat successful.

37
Ibid.

38
Sorkin, op. cit.,, p. 95.

39
Bureau of Indian Affairs, "Facts about Indian Workers" (Washington:

Burt zu of Indian Affairs, n. d.) (Pamphlet).

40
Industnial Development Questionnaire.

41
TheiArizaza Republic, Phoenix, Arizona, July 20, 1962, p. B-1.

t
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In six months, five Indians were line supervisors, a young Kickapoo
Indian from Oklahoma was production planner and Vincent Scott of Colorado
River was the plant superintendent.

Many of the Indian owned and operated businesses are completely
manned by Indians, further'dispelling the concept that they will not
accept managerial responsibilities. In 45 percent of the firms surveyed,
Indians are also now filling clerical positions.42This may well.lead
some of-them into managerial positions.

Wages and Welfare,

With Indians now being employed, in managerial positions, the wage
scale has varied from the $1.60 minimum wage scale to as high as $4.50,
which is paid at the Warm Springs assembly plant." It is recognized

that in some States the wage scale On reservations has often been lower
than the scale paid in the surrounding areas.44 However, 46 percent of
tne firms dc, pay wages in excess of $2.10 per hour and in 18 percent,

the wage .1ce'e is over $3.10 per hour.45

The worker employed at $1.85 per hour has a potential annual salary
of $3,700, slightly above the poverty level. H9wever, prior to becoming
employed, he or she may well have been existing on welfare payments ots
general assistance funds provided by the 3ureau. This may also have been
true of the $3.10 per hour worker, who could now be earning $6,200 per
yeat.

Indian employment or unemployment has had a direct effect on public
assistance costs borne by the State in which the reservation is located."
When such public assistance is not available or is insufficient to support
Indian living need, the Bureau supplements payments through general
assistance funds.'" In 1970, the Bureau expended $6,628,520 in such funds
to Indians residing in areas included in thisstudy.

As can be seen in Table 6-11 on the following page, over 80 percent
of the funds were expended in payments to Indians getting 31 percent of
the total. Per-case cost in Arizona was $1,458; while in North Dakota,
cost on a per-case basis was $2,083. The average cost on a nation-wide

basis was $1.,458.

42lndustrial
Development Questionnaire.

43
See Appendix B-15, Case History of Warms Springs Assembly.

44
Sorkin, op. cit., p. 88.

45lndustrial
Development Questionnaire,

46Sorkin, op. cit., p. 169N

47Ibid., pp: 162-164.
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TABLE 6-11

GENERAL ASSISTANCE FUNDS EXPENDED

(by States for 1969-70)

Arizona

Cases Persons $ Expenditures(a)

1,391 4,731 2,028,156

Idaho 15 49 18,640

Minnesota 106 464 117,594

Mississippi 268 739 252,652

Modtana 753 2,678 1,129,924

Nebraska 56 172 66,438

Nevada 108 250 163,373,

New Mexico 365 1,164 399,640

North Dakota 620 3,017 1,291,854

South Dakota 826 3,206 1,102,832

TOTALS 4,508 16,407 $6,570,653

(a) Figures rounded to nearest dollar.

Source: Extracted from 1969-1970 Bureau of Indian Affairs, "Expenditures for
General Assistance, By State," Branch of Social Services, Bureau df
Indian Affairs, central files, (unpublished).

s
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Using the figures in columns two anu three of table 6-11, it is
possible to ascertain that the average case load consisted of 3.64
persons. This indicates that the average family supported with the
program could be considered to be four persons. Thus, the employment
of 4,568 Indians in ICDP-induced businesses probably creates a means
of livelihood for 18,272 Indian people.

In table 6-12, it hasbeen shown that the Federal and tribal cost
per man-year of employment has varied from a high of $303,825 for
the defunct Parker Textile Company to none for the Suntex Veneer Corpora-
tion and Omni-Lab, Inc. Including these .extremes, one sees that
average cost per man-year of employment has been $1,059. Much of this
cost includes recoverable funds invested by,tribes, using Federal lasts, ,
or their own tribal funds.

In comparing the cost of Federal welfare payments to the cost per
man-year of employment, it is evident that actual costslavor the
establishment of employment opportunities in reservation areas as rapidly
as possible. The availability of funds for such development is and has
been a major deterrent to such endeavors. However, job creation isan
essential factor,in the Bureau's ICDP program.

Since the program's priwary emphasis is promoting industrial
development on the reservations, consideration must be given to potential
economic benefits which will accompany the increased employment opportu-
nities. A rather detailed study of a,sample of the employees ofa
South-Dakota-based firm, Wright-McGill Company, indicates that basically
the impact is likely to be higher incomes and lowet dependence upon wel-
fare for tho -'e employed.48' Despite the doubling of income betWeen 1960
and 1965 of the 48 families surveyed, 31 of them remained below the $3;000
poverty level of income in 1965.4 While 16 of the families surveyed had
been on welfare prior to employment, this figure was reduced to 10 during

first five years of employment and total welfare payments declined
rota $4,816 per family to $2,984 in the same period.5u. The reduction of

welfare dependence for this group was somewhat greater in comparison to
projectionsof what it might have been without the added employment.
It was estimated that 20 of the employees would have needed a total of
$9,841 in welfare assistance in 1965 had they not been employed by Wright-
McGill.

These data can be somewhat substantiated through use of comparative
data gathered through the employee questionnaire. Fourteen of the
employees responding to the questionnaire were not employed full time when

they accepted employment. Each was receiving some form of welfare
assistance, some from more than one source. Nine of the persons were
receiving State assistance, and five were being'assisted through Federal
and tribal assistance.

48
Department of the Interior, The Social and Economic Effects of

Reservation Itdustrial E)nplo ment on Indian EM lo ees and Their Families

Missouri River Basin Investigation Project (Billings, Montana: Bureau

of Indian Affairs, 2968) p. 23.

49
/bid.

5 °Ibid.



TABLE 6-12

FEDERAL AND TRIBAL INVESTMENT COST

PER MAN-YEAR INDIAN EMPLOYMENT

(a)
Federal and Tribal
Investment Costs

Bureau
OJT Costs

Total(b)
Man Years
Employment

Parker Textile 405,101 $ -0- 0.75*
Burnell & Co. , Inc. -0- 267,127 928
Wright-Mcr;i1 Co. -0- 161, 881 943
Firesteel (Aspen) (d)
Lumber Co. 500, 000 26, 752 259

Fairchild Semi- (e)
conductor 844, 000 2,932,208 4,422

Iowa Meat Products, Inc. -0- -0- 40
Suntex Veneer Corp. -0- -0- 270
Amphenol (Bunker-Pamo)

Corp. (-0- (e)
8, 400 104

Omni-Lab, Inc. -0- -OL 57Ft. Peck Tribal'
Industries, Inc. 275, 000 148,621 388

Chata Construction Co. 366, 482 50, 000 21
Big Horn Carpet Mills., Inc. 1,100, 000(e) 132, 746 315
General Dynamics; Inc. 800, 000(e) 505,116 490
Barron Container Corp. 35, 00de) -0- 78
Warm Springs Assembly

Plant 10, 000 -0- Y 60
Turtle Mountain Industries 11, 000 -0- -0-
Ft. Belknap Builders, Inc. 350, 000 27.641 87

TOTALS $4, 696, 583

Direct(c)
Cost Per
Man Year

$303, 825
287
171

2, 033

854,
144kf

-0-

R1

-0-

1, 091
19, 832

3,913
1, 030

448

..167
11, 000
4, 430

$4, 260, 492 8, 462(g) $1, 059(h)

(d) Does not include EDA grants for establishment of industrial parks.
(b) Includes only employment of Indians.
.(c) Costs of investment/man-years of employment.
(d) Includes Federal or tribal loans made on a recoverable basis.
(e) Lease arrangements made with firm to recover investment of tribe.
(f) Accounts for MDTA funds used for training.
(g) Total is accumulated annual employment of Indians. Figuresrounded.
(h) Rounded to nearest dollar.
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Using the data of table 6-11 as a basic cost, it is evident

welfare costs for the individuals would amount to $7,290 of Federal

and tribal funds, with no return to either the tribe or the Government.

These individuals, now employed at an average cost per job of $1,059,

may be earning $3,700 or more per year, thus becoming contributors to

the economy of the reservation and nearby areas.

Because of the growth of the number of young Indians on the reser-

vations, it is important to continue the efforts to create employment

opportunities. Thus, new entrants to the labor force will have a good

chance to become contribdtors to, rather than a taker from, the economy

of a, growing population.

Reservation Population

The 1972 reservation population, as shown in the following table,

has nearly as many residents under 16 as there are between tht rears of

16, 64, while the population.over 65 is slightly under 26,000. Thus,

there is a .heavy skew inthe population to the side of youth.,

Table 6-13

Reservation Population by Age Groups
'(1972)

.6%

Age Population Size

Under 16 199,209

16 - 34 146,278

35 - 64 103,274

65 and Over 25,943

Source: Bureau of Indian Affairs; "Program,Rlanning Output Data of

1972 for Reservation Analysis" (Washington: Bureau of

Indian Affairs, December 1972) (Computer. Rrintouts).

The age groupings are somewhat broader than optimum for evaluating

the number of entrances and departures from the labor force during peak

age periods cf 18-21 and 62-65. However, it is quite evident that more

persons will be entering the labor force in the next few years than will -

be leaving.

While the table does not break down the population by sex, it is

recognized that many Indian women are currently-employed in a variety

of endeavors, and this trend will undoubtedly continue in the future.

This makes it even more imperative that job creation efforts De continued

or even expanded.



SUMMARY

During the ten years since the Bureau embarked on its program to
increase employment opportunities on Indian reservations, the number of
Indians employed in ICDP-induced enterprises has risen from fewer than
800 to 4,658--an increase of over 500 percent. This rise in employment
of Indians did not occur at the same rate as that of non-Indian employ-
mentr, which rose to 5,576--an increase of some 660 percent. This is
somewhat contrary to the objectives of the program. It is also an area
which must be given consideration in future establishment of industrial
enterprises.

This problem appears to have been caused by two factors: (1)Indian
resistance to factory labor, and (2) Bureau record keeping relating to
ICDP-induced business endeavors.

The first factor is evidenced in the Amphenol case (appendix B-8),
where the firm initially planned to employ 100 Indians but was unable to
attract Indian applicants in the.number needed. The second factor is
apparent when such firms'as the Walter E. Heller Company and other such
firms discussediniphe following pages are recorded as ICDP enterprises
while the major benefits accruing to the Indians are not in the form of
employment of Indian people. Rather, these firms are established as an
investment opportunity.

The drastic rise in the number of non-Indian employees can be some-
what accounted for by looking at the employment levels of three firms:
(1) Gulton Industries opened a facility at the Isleta Pueblo in March of
1970--at y'ear's end in 1970, the firm was employing 215 non-Indian people
and eight Indians; (2) Walter, E,, Heller Company,.a firm operating in
Louisville, Mississippi, since 1963, increased its non-Indian employment
by '485 persons while increasing Indian employment by six (the firm employed
977 non-Indians and eight Indians); and (3) Barron ContainerCorporation
operating in the Pima Industrial Park near Chandler, Arizona, increased its
`labor force from 37, of which 27 were Indians,'to 190, with 51 of them Indian.

In none of these firms was the 70 percent Indian objective reached.
In fact, Barron Container was high, with 30 percent, and Walter Heller
low, with less than one percent.

While employment has been the primary emphasis of the ICDP program,
-the Walter E. Heller Company ig looked upon as a good investment by the
tribe. A tribal official stated:

. Walter E. Heller Co. was established under an industrial
develolment loan to construct boxes for'Spaais Corp., with
the tribe securing the loan for purchase of land and building.
Employment was 8-10 Choctaws . . . It must be noted, however,

122



both in terms of continued employment for the tribal members

and in earths of lease payments continuing to meet the loan

payments, while the value of the property has increased sub-

stantially.51

Thus, employment of tribal members is not the sole criterion that

can be used to determine fhe economic impact of a firm's location in an

Indian area. Income and ownership of facilities must also be considered:

The vast majority of the employment generated has been-in manufac-

turing type facilities, with just over 10 percent of the Indians employed

in nonmanufacturing. If the ratio of gaining 0.65 nonmanufacturing jobs

to each manufacturing position were reached by ICDP,52 the service and

other type employment would'expand to 2,720.

The ICDP emphasis on development of such enterprises should improve

the current ratio and might help increase the number of Indian-owned

enterprises located in reservation areas. -Sbeh-a-move should also

increase direct income to individual entrepreneurs.

This is important to the reservation economy, since the majority

of Indians (76 percent) are spending their earnings off the reservation."

The primary reason for this has been stated to be the lack of stores and

services on the reservation.

Several major corporations locating on reservations have consistently

used a higher number of Indian than non-Indian employees. These firms

have definitely increased employment opportunities for Indians. In many

of them, salaries have been excellent, and several have used Indians as

managers. There have also been several tribally owned industries that

have.used mostly"Indian-employees.

The impact that establishment of industrial and commercial enterprises

has had on reservation income and the ownership and/or management of

facilities locating as a result of the ICDP are discussed in'the next

chapter.

51lndustrial Development Questionnaire.

52This ratio is cited in Mamie L. Mizen's Report of 1966 and also in

"What New Industrial Jobs Mean to a Community" (Washington: Chamber of

Commerce of the U.S., 1968), pp. 4-5.

53
Etptoyee Questionnaire.

123
1.1



Chapter 7

INCOME AND OWNERSHIP

In the previous chapter, the central theme was the creation of
employment opportunities for Indian people residing on reservations.
The Industrial and Commercial Development Program efforts to establish
industries' having a high potential for utilization of many Indian workers
were presented in some detail. Other sources of employment available to
reservation-dwelling Indians were also outlined briefly. The discussion
revealed that the largest employers of Indian people were Government
agencies--Federal, State, or tribal--with ICDP-established enterprises
third in total employment (see table 6-5, on sine 100).

This chapter is divided int(' two parts: the presentation of income"
generation on reservations, and a discussion of the forms of ownership
and/or management of enterprises established in reservation areas with
the assistance of the ICDP.

The income portion is presented in two sections: sources and types
of income generated in reservation areas, and a presentation of the individ-
ual income generated through employment in ICDP-established enterprises.,

Similarly, the discussion of ownership and/or management of ICDP-
induced enterpriies will be divided into sections: Indian ownership of
reservation located businesses, and the patterns of non-Indian ownership
of facilities and Indian management or supervision in such establishments.

INCOME PATTERNS

During the decade 1961-1971, wage earners in the United States were
favored with increases in the Federal minimum wage laws, which affected
the majority of the workers in the United States, especially those employed
in manufacturing industries. The minimum wage rose from $1.:5 per hour
in 1961 to $1.25 in 1962, then to $1.40 in 1967. In 1968, the minimum
wage scale was raised to $1.60 per hour and has remained at that rate to
date.

The minimum wage law does not apply to all workers. Wage scales do
vary from industry to industry and from State to State. There are also
variations in the local wage scales paid to Indian and non-Indian workers.
This disparity is shown in the following table:

124



Table 7-1

Comparative Wage Rates, Various Occupations,
Pine Ridge Reservation and U.S.,North
Central Region, 1967 (in Dollars)

Occupation
Pine F..dge

Reservationa

U.S. North -

Central Regionb

Laborer 1.60 2.34 - 3.00

Truck Driver 1.60 2.52 - 3.37

Carpenter 2.80 2.99 - 3.74

Electrician 3.25 3.09 - 3.96

Patnter 2.55..1
2.93 - 3.74

Secretary 200.00 390.00 - 556.00
c

Typist- 175.00
c

c

254.00 - 452.00c

Sources: Consumers Power District, "Industrial Facts, Pine Ridge,
South Dakota" (Pine Ridge, South Dakota: Industrial

Development Department, February 1968) (Duplicated), p.6;
and U.S.Bureau of Labor Statistics, "Wages and Related
Benefits, 1966-1967" (Washington: U.S. Department of
Labor, 1967), Bulletin 1530-87, Part 1, pp. 18-19 and

'34-35.

a
Average wage rate per hour.

b
Range of hourly wage rate of metropolitan areas reporting

to the Bureau of Labor Statistics.

c
Per month.

As can be seen, the Indian wage rate is usually below the lower level

of the prevailing metropolitan wage scale. This tends to indicate that
Indian earnings would generally be lower than those of non-Indian workers

performing the same type of labor.

The lack of full and factual data about the individual Indian earn-
ings in ICDP enterprises presented a problem in determining the impact
such enterprises have had on the problem of low income for reservation-

dwelling Indians.

'6
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Problems of Income Data

Prior to 1965, there are no usable data on income available in the
Bureau's records. The first "Annuhl Survey of Reservation Family Income"
was instituted by Commissioner R.L. Bennettl in 1965. A compilation of
this survey provided data on earned income and total family income.
Earned income was defined as'either wages for work performed as an employee
or self-employment income earned as a result of business operations, farm-
ing, or professional activities. 2

Although none of the surveys taken provides a breakdown of earnings
for individuals employed in specific industries or enterprises, the Bureau
is currently gathering annual data that provide a gross income, by reser-
vation, earned from 10 different: program activities. This collection is
done by'a survey titled "Summary of Reservation Development Studies and
Analyses,:" which provides the Bureau with reservation data for answering
queries from parties outside and within the Government. The data are
also used for planning and management purposes.3',

r:,13

As shown in table 6-5 in the previous chapter, the survey indicates
total employment and income for various sources; however, there is no
separation of income to indicate whether it is individual earnings.
Other than Government income, the other activities shown in the table
lend themselves to generation of income through leasing.

The 1969 survey ranked employment and income generated by the various
'types of activities shown in table 6-5. On 49 of the 106 reservations
reported in the survey, the income generated by commercial and industrial
opeFations was ranked No. 1. There is no indication that these earnings
came from enterprises..established through the ICDP; however, it does
indiCate the importance of these activities in the total income figure.

Business enterprises are often extremely important in generating
tribal income. Many of the EDA funds granted to tribes have been provided

- for the purpose of establishing industrial parks, which can be usedto
attract industries to locate on the reservations. 4 For example, in the

1
Bureau of Indian Affairs, "Survey of Reservation Family Income"

(Washington: Bureau of Indian Affairs, 1960 (Duplicated Memorandum).

2lbid., p. 3.

3
Bureau of Indian Affairs, "Reservation Development: Studies: Summary,

Analysis, and Future" (Washington: Bureau of Indian Affairs, 1969)
(Duplicated Memorandum).

4
Alan L. Sorkin, American Indians and FederalAILL (Washington:

The Brookings Institution, 1971), p. 93.

4.0
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State-of Arizona, EDA has expended $68,549,000 on Indian developments

since- 1966.5. These expenditures vary from $5,555;000 in public works

grants to $2,512,000 in business loans. The use of public works grant funds

to establish industrial parks often creates an opportunity for tribes to

acquire income that is not dependent on the employment of local Indian

residents. This is referred to as tribal income. Such income may or may

not be disbursed to individuals of the tribe.

TRIBAL INCOME

The majority of the tribes involved in this study have been organized

under the provisions of the Indian Reorganization Act of 1934. Each tribe

varies in the manner in which income from tribal earnings will be dis-

tributed to tribal members or the manner in which such income will be

invested.

Many tribes derive income from the leasing of lands for grazing

purposes or generate income from acreage containing natural resources,

such as oil, minerals, and naturpl gas. Other income is generated through

the establishment of industrial enterprises or,industrial parks on

reservation lands.

The income realized from business enterprises is often directly

related to the activities of ICDP. The exact amounts of income generated

by individual enterprises are treated as confidential by the Bureau, in

that leases are negotiated between tribal officials and officials of

firms. However, it is possible to determine the exact amount of income

generated by the leasing,of business acres. This can be determined on a

State-by-State and a reservation-by-reservation basis. These data are

shown in table 7-2, page 128.

Business Leasing Income

In 1969 a total of 84,350 business acres were leased throughout the

lands included in this study. These acres created a total income"of

$2,413,064 to the tribes.6 As can be seen in table 7-2 on the following

page, Arizona Indian tribes rent the greatesj.number of business acres.

New Mexico Indians have the highest income generated by leasing of busi-

ness acreage. Those in Mississippi reap the highest income per acre,

with an income of $977 per acre leased. This is closely followed by

Michigan at $900 per acre.

5
Economic Development Administration EDA Directory of Approved

Projects (Washington: U.S. Department oj "ommerce, 197Z), pp. 1044.

6Bureau of Indian Affairs, "Annual Report on Indian Lands,"

(Washington: Bureau of Indian Affairs, Z969) (Duplicated), pp. 65-65.
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TABLE

,1969 INCOME FROM" PSINESS

.Z... ,Acres Tiaill ----

State Leased Income

7-2

LEASES

. %

:

'

s....,...'

'

.

O

B7 STATE!,

Income
-Per Acre '

,

-

...

N

411

Number
Employable

Income Per
Employable

Arizona 33,426 '47-30,471

Colorado 22 3,500

Florida i 393 202,824 -,

Idaho 1,202 25,195.

Michigan 113 300 ''

Minnesota 1,054, 36,524

Mississippi -. 19 18,570

Montana 4,156 23,205

.Nebraska 25 c 321

Nevada (6,157. 2 37,189

New Mexico , -12,993. 462,082

North;Dakovi 626 7,54B:

Oregon .831 397,536

...\ 2,651 25,391South Dakota

Utah ° 2,643 15,583

Washington 9,889 38.7,789.

-.Wisconsin 8,194 . 38;147

Wyoming 67 ' & 75

a All figures rounded to nearest acre and dollar).
.

b ,Included although blow $1,00 used in,rounding.

:

i

$ 2' ;

16g

516.

20

.900',

25

977

6

.12

6

"35

12.,

478

10

6

39

5

13

44,594

359

428

1,955

247

3,300

1,020

6 ,040

886

770

'10,059

3,545

963

9,009

not available

4,612

2.137

1,191

$ 15

6

474

13

1

11

18

4

b
.36c.

48

46.

2

413

3

84

18

b.7U.

Source: Compiled from data contained in "Indian-Reservation Labor Force and Unemployment" and
"Annual Report on Indian Lands." Unpublished annual B.I.A. Reports.
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It is evident from the table that the annual business lease income

generated on reservations becomes insignificant in comparison with the

number of Indian employabies in each State. With two exceptions, Florida

and Oregon, the earnings per employable are less than $100, and in two

cases, Nebraska and Wyoming, earnings amount to less than $3.0,0 per

employable.

In addition to the income from business leases, tribes enjoy income

from operations of tribally owned enterprises. This income is in many

cases quite substantial,

Business Operation Income

With many tribes, the major source of income from operations .comes

from farming and ranching conducted by the tribe.? However, there ate

many industrial and commercial enterprises currently in operation on the

reservations, creating income for the tribes. The problem of privacy'of

income again wakes it necessary to use a State-by-State analysis of

income generated by nonagrj.caltural business activity. Here again it is

somewhat difficult to pinpoint a'direct relationship between the ICDP and

the earnings reported.

Table 7-3 on the following page reveals that two States--New Mexico

and Oregonhave; Indian tribal income from business enterprises inn the

neighborhood of $5 million. Arizona haS over $2.5 million, Wyoming '-

$3 million, and Montana nearly $2 million. The per employablveturn is'

highest in Oregon 05,086) and lowest in Wisconsin ($25). ..

When income from business leases and business income are combined,

it is seen that Oregon Indians still retain the,lead in per employable.

Annual income rises to $4,897,536, giving a return per employable of

$5,086. New Mexico return becomes $505 per employable.

These two. States have similar total income, but the high Indian

population of New Mexico makes the rate per employable a great deal.

.lower. Thus, the true impact of such income can only be ascertained on

a.per capita basis for each State.

Establishment of industry through 1CDP has stimulated income genera-

tion. However, it is almost impossible to state precisely how much tribal

income has been generated. There are some data available on lease income

.that give some indication of'the magnitude of income, otherthan employ.

ment income, which can be created by establishing industry on reservation.

Figure
Actual firm
industry is

?Henry

Press, Inc.,

7-1, immediately following, shows such income generation.

names cannot be disclosed; however, the State in which the

located-is indicated.

W, Hough, Development of Indian Resources (Denver: World

1967), pp. 78 -79.
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TABLE 7-3

State:

Business
Land

Leases

TRIP; BUSINESS INCOME
BY STATE
(1969)

Buakdess Total
Operations Income

,

Employables

O

Income Per

Employables -

<Arizona $730,471 $2;457,000 $3,187,541 48,594 $ 66
Colorado 3,500 10,000 13,500 559 2A
Florida 202,:14 , 150,000' 352,824 428 824
Idaho 25,195 73,000 98,195 1,955 50
Michigan- 300 -0- 300 247 1
Minnesota 36,524 54,025 -90,549 3.N:a 27
Mississippi 18,578 50,000 68,578 1,020 67
Montana 23,205 1,805,000 1,828,205 6,040 303
Nebraska 301 10,000 10,321 886 12
Nevada 37,189 47,710 84,889 770 110
New Mexico 462,082 4,617,040 5,079,122 10,059 4,796
N. Dakota 7,548 95,000 102,548 3,545 29
Oregon 397,536 4,500,000 4,897,536 963 5,086
South 25,397 812,700 838,097 9,009 93
Utah 15.583 9.500 25,083 not available -0-
Washington 387,789 1,806,000 2,193,789 4,612 477

,Wisconsin 38,147 14,550 52,697 2,137 ,25
Wyoming 875 3,000,000 3,000,875 1,191 2,520

a Rounded to the nearest dollar.

Source Compiled form data contained in "Federal and State Indian Reservations"
(an EDA handbook) U.S. Department of Commerce, Washington, D.C:, January
1971, and "Annual Report on Indian Lands" Bureau of Indian Affairs.
U.S.' Department of the Interior (Unpublished).
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Figure 7-1

Lease ane Earnings Income of ght
ICDP Establishments

State
Type of

Activity
Annual Lease

Eaf..ings

Arizona
Ar4.zona

Arizona
Arizona
New Mexico
New Mexico
Montana
Montana

Manufacturing
Aanufacturing
Manufacturing.
Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing

$66,000
100

82,500
81,427

74,306
31,267

4,800
57,750

Source: Results of telephone survey made by the author and Harry Dohm,
Real Estate Appraisal, Branch of Real Estate Services, BIA, November
1972.

These industries have been established on the reservations primarily
to provide employment for the local Indians.8 Therefore. the income
generated may well be only . small part of the income that becomes avail-
able to the' reservation a;aa. In many instances, the plant facilities are
tribally owned, and the income is rental income, Vaich is usually based on
the recovery ,of investments made by the tribe. However, the individual

.

earnings can be construed to be income not related to direct return on
.investment.

INDIVIDUAL INCOME

Since there are no official earnings data in the Bureau, it has been
assumed that Indians employed in ICDP businesses were paid at least the
minimum wage scale. Thus, this scale will be used to develop an annual
summary of income generation. This technique will be used for all years
of the study, including 1971. However, for.the year 1971, the results
of the Employee Questionrsire will be used to provide another view of
the impact the'ICDP has had on the income of Indians on various reser-
vations, as well as the total earned Indian income which has been generated
through employMent in ICDP enterprises.

8
Ibld., p. Z90.
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The problem of determining the impact of lease income on Individual
income is for practical purposes all but impossible, since the distribu-

.tion of income is a tribal decision. However, one measure of impact which
appeared to be reasonable is to divide the lease income by the number of
employables. This approach allows a more equitable view of the value of
the lease in relationship to the employables on a reservation, although
it sloes not allow any direct analysis of individual income benefits.

Presentation of Data

In order to show some direct relationship to ICDP impact on income,
total annual earnings generated by the firms studied will be presented.
Annual earnings by industry classification and a reservation-by-reserva-
tion summary of earnings, for the period 1966-1971, is shown to_provide
a comparison of income generated. Because of data limitations, the 1963-
1965 period is presented only by industry classification. Earnings are
based on the minimum wage of $1.25 per hour, which was the Federal minimum
wage'of the period.

Earnings, 1963-1.965

The 1963-1965 period was marked by nearly a 36 percent growth in
income generated by employment in ICDP enterprises. As shown in table 7-4,

the major part of,the income cameras a result of increased employment in
manufacturing facilities. The period also saw a significant increase in
earnings in the arts and crafts industry.

Table 3-1; page 39, indicated that the Bureau expended a.total of
;804,545 in on-the-job training (OJT) funds during this period, with the
majority of this being expended in firms established with the assistance
of ICDP.9 With gross earnings of $7,615,000, it is evident that the
earnings to Bureau OJT expenditure ratio was in excess of 9:1. The

ratite of expenditure to earnings still remains favorable when the ICDP
budgeted costs of $1,699,300 (table 3-1) are added to the OJT expenditures.
The ratio now becomes jus, "er 3:1, which would appear to bellavorable.
However, it must be recognized, that it would fall drastically if all
investment capital of tribes, private sources and other Government agencies
were included as expenditures.

It is further recognized that the ratio could be slightly lower or
higher if actual earnings could be ascertained. The $1.25 per hour mini-
mum wage scale used during this period could be somewhat high:for those
individuals employed in agricultural enterprises or arts and crafts.
However, there is evidence that some individuals employed in manufacturing
activities were earning in excess of this amount (see appendix B-3, Wright-
McGill Company).

9
Bureau of Indian Affairs, "Annual Statistical Summary, 1970,," Division

of EMployment Assistance (Washington: Bureau of Indian Affairs, 1970),
pp. 108-118.
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TABLE 7-4

INCOME EARNED IN ICDP ESTABLISHED ENTERPRIS
(1963-1965)

.

. percent Change
Industry 1963 1964 1965 196371965

Agriculture: $ 60,000 $ 67,500 $ ,57,500 - .04

Arts & Crafts 307,500 412,500 512,500 $ 40

Manufacturing 1,722,500- 1,737,500 ' 2,712,500 + 36

Services 25,000 -0- -0- - 100

.

TOTAL $2,115,000 $2,217,500 $3,232,500 + 35.5

a Based on 2,000 man-hours of employment per man-year of employment.

SOURCE: Compiled by author using data from Table 6-6, page 105.
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The natural outcome of the growth in the number of employment

opportunities is the increase of annual earnings by the Indian employees

in ICDP enterprises. This growth was very evident in the 1966-1971 period.

Earnings,-1966-1971

The employment of Indians in ICDP enterprises increased slightly over
100 percent between 1966 and 1971 (table 6-8, page 179). During this

same period, earnings increased by 166 percent. Much of this increase

can be attributed to increases in the minimum wage scales during those

years. In 1966 the Federal minimum wage still was $1.25 per hour. This

rose to°$1.40 in 1967 and to $1.60 in 1968.

Table 7-5, page 135, and figure 7-2, page 136, reveal total Indian
earnings rose from $5,632,500 in 1966 to $14,985,600 in 1971. Earnings

in manufacturing facilities increased by over 280 percent during the'period,

rising from $4,782,500 in 1966 to $13,472,000 in 1971. While this is a

major increase in total earnings, the most significant increase has come

in the wholesale-retail industry. Here earnings rose by over 1500 percent,

from $37,500 in 1966 to $601,600 in 1971. This rise in earnings in the

wholesale and retail industry is a,favorable trend. If this trend contin-

ues, there will be a better balance of parnings opportunities in the future

since earnings in manufacturing will tend to remain on the reservations.

The rise in tocal income through earnings is a natural outgrowth
of the increase in tl)e number of industries established by ICDP and
the increased Indian employment in those industries. The impact of total

earnings may not be as relevant as the impact that earnings have on local

economic conditions. The added Indian income in a State and local area
has a desirable effect on the economic conditions of the State, not just
on the economic conditions of the Indian, or the area.

Table 7-6 indicates, by -tate, the Indian earnings generated by ICDP
enterprises located within the State. Arizona and New Mexico, both of

which have a high Indian population, show the greatest income generation.
Arizona has shown the greatest percentage of increase, with over a 300
percent increase in the six-year period; earnings rose from $815,000 in

1966 to $3,338,800 in 1971. New Mexico's Indian earnings rose from
$2,012,500 in 1966 to $5,753,600 in 1971, an increase of 185 percent.

These figures may not seem significant by themselves. However,the
earnings have without a doubt made it possible for many Indians to improve
their living conditions. The earnings shown for other States have
undoubtedly had similar impact on the Indians in those States.

During this period, the Bureau, expended -.a total of $9,237,546 in

OJT funds. The ratio of earnings to expenditures dropped slightly, from
the previous period's 9:1, to 7!1. When the expenditures of the ICDP

are added to the OJT expenditures, there is a cost of $15,629,546. This

reduces the ratio of Government expenditures to earnings to 4:1, which
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TABLE 7-5

INCOME EARNED IN ICDP
ESTABLISHED ENTERPRISE?

Industry 1967 1968 1969 1970 1971

Percent
Increhse
In Period

Agricultural $ 135,000 $ 134,000 $ 217,600 $ 121,600 $ 80,000 $ 240,000 77

Arts & Crafts 567,500 722,400 771,200 985,600 726,400 b 22

Manufacturing 4,782,500 6,417,600 7,884,800 12,323,200 12,256,000 t3,472,000 280

Services 110,000 196,000 188,800 172,800 387,200 672,000 610

Wholesale and
Retail 37,500 70,000 73,600 246,400 412,800 601,600 1600

TOTAL EARNINGS $5,632,500 $7,540,000 $9,136,000 $13,849,600 $13,862,400 $14,985,600 165

Based on 2,000 man-hours employment per man-year of employment

b Included 1.a Manufacturing

Source: Compiled by author data from Table 5-9, page 207.
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TABLE 7-6

INDIAN EARNINGS IN ICDP ENTERPRISES
BY STATE AND YEAR

(1966-1971) "

State 1969 1970 . 1971

Arizona $ 2,851,200 $ 2,790,400 $ 3,338,800

Florida 54,400 41,600 41,600

Idaho 44,800 41,600 48,000

Michigan -0- 28,800 35,200

`Minnesota :'5,200 230,400 297,600

Mississippi 12,800 57,600 176;000

Montana 1,628,800 1,635,200 1,756,800

Nebraska 121,600 96,000 83,200

Nevada \
44,800 80,000 153,600

New Mexico 5,494,400 5,606,400 5,753,600

New York 185,600 185,600 108,800

North Dakota 377,600 422,400 704,000

Oregon 473,600 275,200 422,400

South Dakota 793,600 1,040,000 857,600

Utah 38,400 '70,400 278,400

Washington 796,800 694,400 393,600

Wisconsin 598,400 486,400 448,000

Wyoming 137,600 80,000 38,400

TOTAL $13,849,600 $13,862,400 $14,985,600

a Using the National Minimum Wage effective in the year. Computed on the
, basis of 2,000 man-hours employment per year.

Source: Compiled by the author using data from Tabli5-6.
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is somewhat better than the 3:1 ratio of the previous period. Indian

earnings increased 25 percent per dollar expenditure.

This ratio becomes even more favorable when a salary other than the

minimum wage scale is used to compute the earnings of Indian employees.
A survey conducted in October of 1971 established the average wage being

paid to Indian employees as being $2.12 per hour.

This survey, conducted by Lawrence Schneider, Division of Industrial
Development, Bureau of Indian Affairs, analyzed the wages paid by a sample

group of 20 firms selected on a random basis. The firms surveyed included

all types of enterprises employing Indians in 1971.

Using this wage figure and the nueNer of Indians employed in 1971,
it is found that 1971 earnings would rise from $14,905,600 to $19,855,920.
This changes the period earnings to expense ratio to 4.47:1, with expenses

for the period remaining the same. However, if a single year, 1971, is
compared, the minimum wage earnings to expense ratio is 2.9:1, while the
survey wages raise the earnings to expense ratio to 3.84:1. These ratios

appear to be favorable.

The 1971 employment figures shown in figure 6-1 on page 113 indicate
that total Indian employrent was slightly less than non-Indian employment

at the end of the year. :oral economic impact in an area can only be

measured by the total income generated by industry within that area. In

this regard, the reservations are the most appropriate area of measurement

to be used.

RESERVATION IMPACT

Government agencies, as discussed in chapter 6, have been the major

source of employment for reservation-dwelling Indians. Similarly, govern-

ments have been the major source of income on 44 percent of the reservations

where the industries studied were located. Table 7-7 on the following page

shows that income from commercial and industrial activity is the major
source of income on only one reservation; yet on five of th' reservations,

the income generated by such activity is, in excess of 30 percent of that

generated by government sources.

Further, the table shows the increase in income being generated by

ICDP endeavors. On six of the reservations, the income generated by ICDP
in 1971 exceeds the total business income available to the reservations in

1969. This income generation has had a very desirable effect on many of
the reservation problems of housing, welfare, education, and some effect

on creating:additional income opportunities.

Impact on Housing

Although the Wright-McGill Company operated for slightly more than
six years, the opportunities for increased employment. and income made it
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TABLE 7-7

RESERVATION INCOME

By Source - 1969
(Selected Reservations)

In Dollars

Reservation overnment Agricultural Forestry Mineral

Commercial &
Indugtrial

11 ILI&
Enterprises(c)

Amount %

Colorado
River, Ariz. $ 2,169,900 $ 866,600 $ -0- $ -0- .$ 2,692,100 $ 16,000 .005

Navajo
Ariz. & N.M. 31,462,000 12,655,000 1,526,000 3,830,000 13,984,000 3,950,940

Laguna
Pueblo, N.M. 584,500 262,600 -0- 440,000 194,700 451,500 33

Choctaw, Miss. 675,000 54,000 27,000 -0- 39,500 205,700 .05

C-ow, Montana 1,123,000 1,873,200 -0- 189,400 168,000 783,000 14.

Ft. Belknap,
-Montana 365,900 425,100 4,400 15,200 50 000 82,280 14

Ft. Peck,
Montana 816,000 '1,967,800 100 226,600 394,600 467,500 48

Warm Springs
Oregon 836,000 99,000 434,000 1,800 815,600 420,000 97

Spokane, Wash. 116,500 150,800 427,000 20,900 64,200 639,600 55

Sources: 1969 reservation data extracted.from Bureau of Indian Affairs, "Summary of Reservation Development Studies

and Analysis", (Washington: Bureau of Indian Affairs, 1969).(Duplicated), 1971 ICDP income data computed
through use of wage data accumulated by questionnaire and employment data from Bureau of Indian Affairs,

"Employment in Industrial and Commercial Enterprises Established in Indian Labor Force.Areas" (with the

assistance of the Bureau of Indian Affairs, Industrial and Commercial Development Program)(Washington:

Bureau of Indian Affair", December, 1971)(duplicated).

(a) Includes all government employment. (b) Includes all forms of agricultu"al endeavor including ranching.

(c) Compiled through use of total employment in ICDP enterprises at the average wage indicated in "Employee Question-
naires" of author.
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housing conditions." In some instante5, the 1 eating of an industry
poss, e ror many.o tne n ans emp oyea y t t ,rm to mprove teir

has led to the building of new housing in, proximity to the' industty,11
while many tribet plan to locate their housing projects near potential
industrial sites.12

In the case of Fairchild Industries, the establishment of the firm
created a serious housing shortage in Shiprock.13 This shortage led the

company to establish a housing development corporation, whose main
objective is to build 214 houses and 41 aprtments, which will be occupied
by Navajos employed by Fairchild of otherwise earning an'income adequate
to buy homes or rent apartmeas.14

In this instance, the reservation enjoyed an influx of an additional
$5,513,000 in Federal funds to be used to construct roads, utilities; and
the buildings. Thus, additional employment and income opportunities were
created in order to perform the construction.

The ability to earn an income which will satisfy the tequirements
of the Federal Housing Administration should continue to increase the
opportunities for home ownership for Indians who wish to improve their
living conditions.

Welfare Impact

In 1960, Navajo tribal members received in excess of S66 million in

welfare benefits from Federal, State, and tribal sourcr:s,15 with al*.rox.. i-

mately 80 percent coming from Federal sources. In 1967, the.Bureau
established a budget in excess of $13 million for welfare services,16 and

30
U.S., Congress, House, Committee on Appropriations,.Subcommittee

on Department of Interior and Related Agencies, Department of Interior .

And Related Agencies Appropriations for 2968, Hearing, 90th Cong,, 2nd
Sess. (Washington: Government Printing Office, Z967), p. 84Z.

11
Secretary of the Interior, 2962 Annual Report (Washington:

Government Printing Office, 1962), p. 22.

12/bid.

13
"The Navajos Trade Hogans for Air-Conditioning," Business Week,

October 23, Z97Z, pp. 100-Z04.

14
Ibid.

15
Robert W. Young, The Navajo Yearbook (Window Rock, Arizona:

Navajo Agency, I962), pp. 300-303.

16
11S., Congress, House, Committee on Appropriations, Subcommittee of

Departmoit of the Interior and Related Agencies, Department of the Interior
and Related Agencies Appropriation for 2967, Hearing, 89th Cong., 2nd Sess.
(Washington: Government Printing Office, Z966), p. 255.
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in 1970 expended in excess of $9 million in general welfare assistance to
Indians.17 These types of expenditures are significantly reduced when
welfare recipients become employed on a full-time batis.

The employment of Indians at the Pine Ridge )eservation by Wright-
McGill Company had a significant impact on the re ervation welfare
problem.18 Twedty of the 48 employees would have needed approximately
$500each in welfare assistance had they not been employed.A9

In 1971; 37 percent of the individuals employed in ICDP enterprises
ha received welfare assistance from Federal; State, or tribal sources
priOr to their employment.2° Thus, it is assumed that a firm such as
Burnell-Nytronics, employing 10 percent of the Lagna Pueblo labor force,
has relieved the welfare rolls -of 37 welfare recipients', or potential
welfare Yecipients. Further assuming that such individuals would require
a minimum of $500 in support, the savings is $18,500. However, the aver-
age Ihdian family receives in excess of $2,000 per year in some form of
welfare assistance during unemplOyment.21 Using this figure as a base,
the total welfare savings would be $74,000 in th.: first year of employ-
ment. Since Burnell has oper4ted fOr nine years, the total welfare

.

savings, would be approximately $666,000.

In another instance,,the closure of a firm, Fort Peck Tribal Indust5es,
which had employed as*oh as 15 percent of the reservation labor force,
had a serious impact on the tribal welfare funds. The closure, in the
words of the tribal chairman, ". . . is terrible. The whole economy has
slowed down and not only are our welfare funds being depleted, our crime
rate has risen. . . :"23

17Bureau of Indian Affairs, "General ASsistance by States" (Washington:
Bureau of Indian Affairs) (Dupli,ated Memorandum).

18
Department of the Interior, The Social and Economic Ef ect of

Reservation Industrial EMployment on Indian EMptoees and Tnesr amiliesr
Missouri Ri9er Basin Investigation Project (Billings, Montana: Bureau
of Indian Ajfairs, 1968), pp. Z6-36.

4 r

191-bid.

20'
EMployee Questionnaire.

21Figu
re estimated by Lee Cook, Acting Director, Office of Economic

Development, BIA, expressed during personal interview, January 2972.

22
Industrial Development Questionnaire.

2 3Ibid.
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During full operations, the annual payrollfor this firm was in the
vicinity of $500,000. The loss of this size payroll to a reservation
having a labor force of 920 and a population of 2,880 24 would have a
negative effect on reservation living conditions as a whole.

Impact on Education

To keep pace with changes in the e yment market caused by the
rapid advancement of technology, the Bu-..; u opened up post-highschool
training in three Indian schools.25 The Haskell Institute in Lawrence,
Kansas, offers training in electronics, business and commercial subjects,
building trades, and o-her service occupations; the Institute of American
Indian Arts in Santa-F:. New Mexico, offers training in art-related
occupations; and the Chilocco School in Oklahoma offers post-high-school
courses in distributive and service ossupations.26The
these sCEoFfian lead to income-earning opportunities on reso.rvatio.,s.

The income op-portuflity has.also affected the attendance of schools
by younger children. FOr example, familes who must sacrifice -2.n order
to afford'clothes for students must forego the wages--real or potential
--a youngster might earn. 27 Thus, the establishment of a firm creates
an opportunity for families to send children to school. The location
of the Fai child idant on the Navajo Reservation has had such an effect.
Wallace Cathey, Assistant Superintendent of Schools, ShJprock area, says
"Fairchild has put a spurt of enthusiasm into theentire community; we
see a climb every year in the number of kids who graduate." 28

Increased income has furthered the efforts of Apache children to go
to college. From an interview with a tribal business consultant, a
writer Said:

. . Sparks told me that when he came to the reservation
only eight Apache children were enrolled in college. Now
there are more than 150 in colleges and universities. The
recreation enterprise and the tribe's other business enter-
prises (cattle raising and the Fort Apache Timber and
Sawmill, among others) have provided the incentive. 29

24
"Summary of Reservation Development Studies and Analysis," op. cit.

25
Secretary of the.Inter4or, Annual Report, 1963 (Washington)

Gov.,rnment Printing Office), 1963, pp. 21-22.

26 Ibid

27
William A.Brophy and Sophie D. Aberle, The Indian, America's

Unfinished Business (Norman, Oklahoma; University of Oklahoma Press,
1966), p. 154.

28 Business Week, op. cit.

29 The New York Times, August ". 1971, front page and p. 3.
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The creatim of income on the reservation has aided in the fields of
noising, welts, , and education. However, the expenditure of income has
not always enhanced the reservation economy.

Expenditure Patterns

Much of the ' .ultiplier" effect3° of Income generation on the reser-
vation is lost because of the lack of stores and service facilitis.31
Approximately 76 percent of the Indian employees spend the majority of
their income in stores, or for services, off the reservations. The primary
reason for this is cited as the lack of stores of services on the reser-
vations. However, the total effect of the "multiplier" is not lost.

As we have se4m, man), Indians have been'able to improve their housing
as a result of income earned in ICDP enterprises. In some instances, these
homes are built by Indians,, thus creating_additional This- toe
is most likely spent in off-reservation stores, since there are too few
service facilities and stored on the reservation.33 Efforts are being
made by several tribes. 'o increase the number of businesses on their
reservations.34

If such buiiness'enterprises were to be made available to the point
of having a multiplier of two or three times,35 the income shown in table
7-7 for 1971 ICDP enterprises would increase to ele extent that on four
of the reservations the ICDP income could exceed the Government-generated
income, now the largest single source of income.

If the newly formed business entities were Indian-owned, the effect
would be a further increase in the total Indian income earned on the
reservations.

30
Paul A. Samuelson, Economics, an introductory Analysis (New York:

McGraw Hill, Z961), pp. 266-267.

31 4
EMpOpee Questionnaire.

32
Sorkin, op. cit., pp. 173-174.

33
Industrial Development Questionnaire.

34"Industry
Invades the Reservation," Business Week, April 4, 1970,

and "A New Deal Coming for American Indians," U.S. News & World Report,
September 14, 1970.

35
Samuelson, op. cit.
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INDIAN OWNERSHIP AND/OR MANAGEMENT

On December 31, 1971 Bureau records indicate that 152 ICDP-induced
enterprises existed on or near reservations under study.36 Of these, 114
were manufacturing facilities, the majority of which were not Indian-owned.
Actually located on or within the reservation boundaries were 109 business
entities of various types. In one case, Datel Corporation in Riverton,

Wyoming, is located within the reservation bound,-ies, as is the town

of Riverton; yet it is not located on Indian lands.37

Many of the manufacturing operations are located in plant facilities
that are tribally owned and rented to companies on a long -term, lease basis.
However, of the 109 enterprises located on the.reservations, less than
20 percent of these are Indian-owned,38 and none is owned by individual

Indians. Rather, they are tribally owned.

Tribally Owned Interprises

Although many of the buildings wherein manufacturing operations take
place are tribally owned, the majority of tribally owned business endeavors
are shown to be predominantly small commercial enterprises or the manufac-

turing of arts and crafts.

The largest endeavor, Navajo Forest Products Industry in New Mexico,

employs 433 Indians and 31 non-Indians. The largest Indian-owned commer-

cial enterprise, Kah-Nee-Fa Resort, a Warm Springs, Oregon, resort motel,

employs 32 Indians and 16 non-Indians.

In addition to these endeavors, there have been several tribally
owned and operated businesses established throughout the Nation. In

Montana, tribes have one factory manufacturing prefabricated houses and
another reconditioning rifles for the military service. These facilities

utilize Indian personnel both as managers, line supervisors, and clerical

personne1.19

On several reservations, there is a distinct effort being made to
increase the number of both industrial and commercial endeavors, with as

many being Indian-owned as possible.° Although the tribal officials are
making this effort to increase business endeavors, there is no evidence
to indicate similar efforts to promote individual Indian ownership.

7
On several reservations, there are sections of land that are not

Indian-owned. The reasons for this. aro ma nj and varied. llnle:rs other-

stated, all references to reservatilon land imply Indian ownership.

38
Bureau of Indian Affairs, Division of Economic Development, "j,imarY

of Enterprises EstabZished with BTA Assistancc, 1971" (Wa$hin;;ton:
Indian Affairs, Z971I (Duplicated).

39
Inu .;tria1 Development Questionnaire.

"Ibid.; also Business Week, May L9, 1973, op. cit.
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Individual Ownership

There seems tl have been almost no effort by the 1CDP to promote
individual ownership of business operations. This phase of ownership has
been handled by the Indian Business Development Fund,(ISDF), adminidtered
by the Office of Economic Development of the Burean.il

The IBDF, in its short period of existence, aided in the establish-
ment of 237 Indian-owned enterprises and expansion of 142 others.42
Although it is not shown in the ICDP records, there art many businesses
in operation on Indian lands that are Indian -owned and/or Indian-managed."

Indian Management Opportunities

While it is natural "for those Indians who have opened their own
businesses to act tufa management capacity, it has often been said
Indians are reluctant to accept promotion to management positions or
perform manageriak tasks44 when they are employed in industry. This may
well be true in the case of many Indians; however, as has been shown in
appendices B-11 and B-15, Indians are performing management functions
up to and including the task of plant manager, as in the case of the
Warm Springs assembly plant.

:n a large plant, the Fairchild facility at Shiprock, Arizona, only
28 of the employees, often numbering 1,200 or more, are non-Indian.
Paul Driscoll, plant manager, has found the Navajos anxious to take on
supervisory jobs.45 In fact, he says, "We're trying to develop the
Navajo people to take over every job in this plant, including my own
someday.""

41
This endeavor was not funded after the first year.

42
Statement of John Abrahamson, Division of Industrial Development,

in personal interview, March 8, 1972.

43Questionnaire
survey conducted by the author and Harry Dolan,

Real Estate Appraisal, Branch of Real Estate Services, Bureau of Indian
Affairs, April 1971.

44
Sorkin, op. cit. pp-95-96.

45Rusiness Week, April 4, 1970, pp. 72-73.

46
rbid.
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The increased number of Indians moving is evidenced in the firms

studied and those surveyed.47 In 41 percent of the facilities, Indians

are being used as line supervisors; and in 27 percent, they are being

used in management positions up to the position of general foreman in
the General Dynamics Corporation plant in Fort Defiance, Arizona.

The management experience gained by these Inaians may enable them
to succeed in taking over some of the facilities now operating on the

reservations. In one instance, a family operation, American Indian
Industries, was established to supply pipe, plumbing supplies, and

chemicals to contractors, tribal departments, and Government agencies.
This firm is owned and operated by three brothers and a sister, who
expect to expand their 'operations in the future and Still maintain 100

percent Indian management. 48

S (JNNARY

In this chapter, the major emphasis has been the discussion of the

patterns of income that have evolved from the employment opportunities
created by the ICDP. It hz'.s been shown that many of the Indians employed
in ICDP-established enterprises are earning wages in excess of the mini-
mum wage scale, although the actual wages paid may be somewhat below

that of the scale for similar work in the area.

The impact that earned income has had on reservation problems of
housing, welfare, and education has been discussed. It becomes evident

that much of the income earned by Indians is not spent on their reservations.
Thus, much of the multiplier effect of income is lost. It is also evident

that government employment is the major source of income; however, ICDP
earnings could well be increased to the point of matching government
income if the number of commercial enterprises were expanded.

There are many indications that Indians are becoming more receptive
to performing supervisory and management responsnilities in the facilities
being established rsn the reservations. There is also some evidence that
Indians are establishing additional business activities in order to

provide greater Indian ownership and income' Opportunities.

There are no indications that ICDP has encouraged or di;couraged
individual Indian ownership of enterprises located on or near reservations,
However, industries being established have been of the types which are

ongoing businesses owned by outside entrepreneurs. The primary goal of

the ICDP has been the inducement of entities which will provide the
greatest number of employment and income opportunities in the shortest

time possible.

This emphasis is quite appropriate. The major concern of the Bureau

and many of the tribes has been the creation of employment opportunities.
Logan Koopee, Vice Chairman of the Hopi Tribal Council, made this point

quite clear when he said:
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We need to create jobs on our respective reservati:ms.

Opportunity for more employment needs to be made available
for our people. The single most important thing the Bureau
of Indian Affairs can do for us is to train our children
for a specific worthwhile job and then make sure that the
jobs are available to them.

Our economic goals should be the development of our
communities and resources, and to be trained in many
vocational skills and learn how to manage.49

As shown in chapter 6, the Bureau's program has induced more non- Indian
employment than Indian. However, the jobs now filled by non-Indians are
there and available when qualified Indians are ready to fill them. Each
Indian job created has resulted in additional income and in many cases has
given the Indian an opportunity to become either a manager or an owner,in
the enterprise.

.1

49Indian Record, Department of the Interior, Washington, D.C.,
JuZy 2968, p. 2.
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Chapter 8

CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

Implementation of t_e policies and recommendations made in the
1961 report of the Secretary of the Interior's "Task, orce on Indian
Affairs" has provided the Bureau with a program, the Industrial and
Commercial Development Program, which enables the Bureau to assist
Indian tribes in attracting industries to the reservation areas. While
the ICDP cannot be considered a panacea for all the problems of unemploy-
ment and low income existing on most reservations, it has proven to be
one which can be used by Indian tribes to improve their economic conditions.
However, tribes should establish economic goals toward which to direct
their activities.

Economic Goals Lor Indian Tribes

The economic goals of Indian tribes should include full develop-
ment of their natural resources, and a vigorous effort must be made to
provide entities which will enable the human resources of the reservation
to be utilized to the greatest extent possible. Every effort should be
expended to assure that members of the Indian community become able to
associate with their counterparts in non-Indian communities with economic
equality. This means that Indian people must attain the vocational,
managerial, and professional skills needed to promote the economic improve-
ment of their reservations.

With many of the reservations being limited in land areas, and
especially !n arable and tillable land, opportunities for expansion of
employment and income through agricultural pursuits are limited. Thus,
tribal officials should make every effort to utilize their lands and
facilities in pursuits that will maximize the use of all the resources
available on the reservation, bb they natural or human. The establishment
of industries has aided many tribes in pursuing these goals since the
implementation of the Industrial and Commercial Development Program.

Employment Patterns

The major source of emplommt to Indians is governmentzFederal,
tribal, State, or local--with the Federal Government being the largest
employer of Indians and the Bureau being the major Federal agency employing
Indians. Employment in industrial and commercial endeavors is the second
largest Source, although only 50 percent of this type of employment can
be attributed to the efforts of the ICDP. However, employment in ICDP
enterprises provides a greater number of employment opportunities than any
single Federal agency; and with the exception of agricultural employment,
ICDP employment is the largest.
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Employment of Indians in ICDP can also be increased without
further investment, since the Bureau program 1134 actually created a
greater number of employment opportunities foinon-Indians than Indians.
Former Commissioner Bennett's objective of having 70 Indians employed
in every 100 jobs created through the ICDP has never been reached.
However, it is concluded that many of the positions currently filled by
non-Indians could well be filled by Indians when they become fully
qualified and are willing to accept such employment. Thus, the impact

on future employment may be greater than presently indicated. This

expansion of employment does not appear to be possible in the other
fields.now available to Indians.

,Income Patterns:

Income opportunities for Indians residing on the reservations
have vastly improved in the ten years studied. Income earned in ICDP
enterprises has substantially increased. Some of the increases in total
earnings are attributed to the rise in the minimum wage laws of the Nation;
however, the major increase can be directly attributed to the enlarged
number of income opportunities made available through implementation of
the ICDP.

Individual earnings of Indians cannot be the sole criterion
for measuring the income generation of the program. Income from business

leases and business operations has become very substantial for some
reservations. Lack of data makes it impossible to make a specific
conclusion as to precise business income; however, it is known that on
one reservation $82,500 in tribal income is generated by one business,
and it is concluded that other firms are enjoying similar successes on
other reservations.

It is also concluded that income from ICDP enterprises is only
exceeded by the income generated through employment by the Bureau. In

the total income generation, ICDP earnings are surpassed only by earnings
from government employment. Thus, the loss of income from Federal employ-
ment would place the ICDP as the major program which might be pursued to
increase income on the reservations in the future.

Industrial Growth and Development Patterns

The Bureau ICDP has been a strong factor in promoting the
establishment of industrial and commercial entities on reservations. For

the most part, these have been non-Indian owned manufacturing entities
that have been highly labor intensive types of business. Thus, these

firms have significantly improved the opportunities for employment in
reservation areas.

During the decade studied, significant increases have been
made in the number of industrial and commercial enterprises located on
reservations. Much of this advancement can be traced to the activities
of the industrial and commercial developmen1 specialists of the Bureau.
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These specialists have been located both in Washington and the Area

Offices of the Bureau. The direct efforts of Bureau specialists and

tribal leaders have resulted in the establishment of many firms that

have provided long-term employment for Indian residents of the reserva-

tions.

Types of Industries Established

As has been stated, many of the firms establishing on the

reservations have been highly labor intensive. The largest plants are

non - Indian -owned electronics manufacturing facilities. However, there

is no apparent attempt to seek out specific types of industries. Manu-

facturing facilities vary from the small tribally owned electronics

assembly plant to a national manufacturer of electronics equipment.

There are also facilities for the construction of prefabricated homes,

rifle repairs, and manufacture of wood veneer.

During the early part of the decade, the majority of the
enterprises were non-Indian-owned and often had little input from, tribal

resources. This trend has changed. There are now a greater number of

tribally owned firms, or firms that are operating in tribally owned

facilities which are leased on a long-term basis by the company. These

types of entities have shown a higher propensity to utilize Indian

employeaS. In some cases, the labor force is 100 percent Indian and

has averaged over 85 percent on an overall basis. This type .of employment

is extremely important to the economic stability of reservations.

Current and Future Problems

The Bureau's program for aiding tribes in improving employment

opportunities for reservation-dwelling Indians has been plagued by many

problems-during the period studied. Some specific conclusions can be

drawn about problems such as the size of the program, the closure rate

of businesses, funding and capital requirements of firms, Indian employees,

and others.

Size of the Program

Despite the fact that the Industrial and Commercial Development

Program has been a very small program in terms_of numbers of persons

employed and the funding available for use in the endeavor, the program

has been a significant factor in creating employment opportunities for

several thousand Indians.

Prior to 1970, thiS program never reached $1 million in funding

for use in .its operation$ and had fewer than 35 full-time employees

performing the tasks necessary to aid Indian people in attracting, or

establishing, an industry in the reservation area. Even under these

conditions, the program established or aided in the establishment of

over 175 enterprises employing over 3,000 Indians. Increased funding

in 1971 enabled the Bureau to ex and the marketing efforts needed to

150



attract industrial entities to reservation areas. Thr internal funding
problems of the program, accompanied by ti.e small force of people involved,
have also been magnified by the lack of local capital in reservation areas.

Capital Requirements

Lack of investment capital has been a major deterrent in
developing individually as well as tribally owned enterprises. Many

tribes have been able to invest tribal funds for the construction of
buildings to be used for manufacturing purposes; however, there are tribes
who lack this type of capital base.

The tribes and the Bureau have utilized the Federal sources of
funding, such as the Economic Development Administration, Office of
Economic Opportunity, and Small. Business Administration, to great advantage
in the constructionof industrial parks, service facilities, and the
establishment of firms. They have also used the Bureau's on-the-job
training monies as an inducement to encourage firms to locate in reservation
areas, where there is a large but unskilled labor force. The defrayal of
training expenses makes it possible for a firm to locate at a reduced Cost.

For those tribes who lack a capital base to be used for an
investment, there must be available some source of capital in order to
become involved in economic development. The nonpassage of the "Indian
Resources Development Act" has acted as a deterrent to the efforts of many
tribes who need such a source of capital in order to start an industrial
or commercial endeavor. In many instances, Bureau efforts even fail to
get loan capital fOr these tribes..

Although thc:Bureau made a vigo'rous effort to promote passage
of the Act, the lack of tribal support apparently led to the failure of
Congress to enact the provisions of the proposed Act. Therefore, inadequate

funding is still a major deterrent, and it will remain%so until such time
as some form of legislation which has approval of the tribes is enacted by
Congress.

Indian Employees

During the early phases of operations, several firms have
experienced problems in the acculturation of Indian employees. This has

been considered to be a major cause for the closure of some firms. It is

evident that in some instances there have been problems of high turnover
and absenteeism; howev6r, Indians appear to be becoming more and more
willing to work steadily. In some plants, Indian people are working in
management positions, and in other Indians make up the complete work force.

Indian employees should be encouraged to learn the value of
steady employment and income. This can be done only through the establish-
ment of industries that will provide long-term employment and by encouraging
industries locating on reservations to recognize the vagaries in culture
and religion existing there. Many Indians have demonstrated their



willingness to work and in many cases have made great efforts to create
employment opportunities, only to have the businesses cease operation.

Business Closures

The rate of ICDP business closures has been higher than the
national average. Several factors have contributed to this high rate.

There seems to be no standard by which to determine the amount
of Bureau input necessary t'o start a business before its presence can be
credited to efforts of the ICDP. Since the inception of the program,
ICDP has reported the establishment of over 200 business endeavors. This

figure is somewhat suspect, since many busiriesses existed for as much as
three years prior to being included in Bureau ICDP reports. Tn other
instances, businesses employing as many as 30 persons,, none of whom was
Indian, were carried on Bureau repoits for as long as two years before
being dropped from the reports, with no notation on Bureau records as

. to the reason for dropping them. It is assumed they failed.

If these types of firms were not included in the reports, the
closure rate would approximate the national average. Several cases of
poor planning have also'increased the failure rate.

In some instances, tribal officials have become involved with
entrepreneurs who have had little success. Often without making a full
evaluation of the market potential for the product, making a full analysis
of capital requirements of the business being formulated, or assuring
the availability of competent and experienced mana6Lment, tribal officials
have entered into agreements with these entrepreneurs before Bureau
officials are aware that negotiations are under way.

This has led to the investment of tribal, Federal, and loan
capital in a business which operates at a loss or fails completely. This

practice has made it necessary for the Bureau to try to salvage a business
that might well never have gotten beyond the study state had ICDP personnel
been consulted during the earliest stages of discussion.

It must be recognized that not every business is going to succeed,
and it is concluded that efforts should be made to continue to expand the
number of industrial and commercial enterprises currently operating in
reservation areas, even at the risk of incurring occasional closures.

Need for Expansion

The majority of the reservations Cannot support the present
population. This fact, plus the fact that the current birth rate among
Indians is increasing the population at a rate higher than the national
average, makes it imperative that sources of employment be increased.

The land base of Indian tribes is limited. The productive

capacity of the land is often negligible and even when irrigated is not



completely suitable for agricultural purposes. While an acre of land
used in agricultural pursuits may well support only a few Indians, this
same acre used for a manufacturing facility could well support 100 or
more. Thus, the return per acre is Lar higher when used for industry.
Although it is not possible to rely solely on industry and commerce for
employment and income, this appears to be an important way to increase
both.

Industrial Employment and Earnings

Emplcyment and income gederated by the ICDP have shown the
greatest propensity for growth in the future. Government employment
is and has been the largest source of employment and income. However,
there is no assurance that this source of employment will always be
present on the reservations to the extent that it is now present. There-
fore, it is concluded that the employment source most easily expanded
Will be through industrial and commercial endeavors. Thus, Indian
dependence upon income from agricultural pursuits, natural resources,
and government can be reduced.

General Conclusions

The vigorous effoft made in,1967 to institute the Indian
Resources Development Act did not succeed in gairiing the approval of
tribal officials and Congress. Therefore, the problem of adequate
funding is still a major deterrent to the ICDP. It will remain so antil
such time as the Bureau again proposed some form of legislation which
mill gain the approval of the tribes and Congress.

It is concluded that the results of ICDP efforts (could be
improved. Total costs to the Government could be reduced by such improve-
ments. Tribal officials and the Indian people can significantly improve
economic conditions on their reservations by pursuing a vigorous program
to increase industry or commerce.

While many tribes have readily accepted the concept.that such
developments are an excellent method of enhancing the living conditions
for members of the tribes, there are still some intratribal conflicts
and distepses that can seriously affect the success of a business entity
established on a reservation.

Although not all reservations are located in proximity to large
market piaces, there are many labor intensive production facilities that
lend themselves well to being established in a reservation area where
labor is plentiful. Tribal leaders have been successful in attracting
these types of industries to their reservations, and the income genera-
tion has assisted, many Indians to remain on the reservations.

If Indians wish to maintain their ancestral identity and
heritage, and not be forced with an "either or" situation, where the only
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escape is to leave their homeland or live in poverty or semi-poverty
with a "handout" from government, the employment and income generated
through industries located on ther reservation appear to be the most
feasible means of attaining this position. To attain this goal,
appropriate action Must bp taken by tribes, the Bureau, and the Congress.
Several such actions are /recommended.

RECOMMENDATIONS

The Indians themsel'fes must assume the responsibility for
improving economic conditions on their reservations. The initiation of
programs should rest with tribal officials, with Indians already having
the management al operation skills needed being used to supervise
reservatton business activities.

The current Federal policy of "self-determination without,
termination" should alleviate fears that tribes improving their q(conomic
conditioliS will suffer a loss of Goverment support prior to becoling
self-sufficient. Thus, tribes desiring to improve conditions for tribal
members could develop a long-range,.three-part program designed to pro-
mote overall development of the reservation. Such a program should
include planning for tribal investment in industrial development, promoting
the establishment of commercial and service enterprises on reservations,
and the creation of 'a National Association of Indian Businessmen.

For those tribes that have funds on deposit in trust, the
problem of acquiring capital needed for establishing an industrial
endeavor is somewhat reduced. For those tribes who do not have such
capital, some form of loans from the Federal Government must be provided .

until such time as capital can be generated through other sources.

Some tribes have invested tribal,funds4n the acquisition of
land in the belief that this is a safe investment. While this may be true,
idle land does not generate income, employment, or promote the development
of the reservation's human resources. Although investment in an industrial
endeavor does not assure the tribes a return on their investment, the
recurn potential far exceeds that of land acquisition.

Through utilization of the services of the Bureau's industrial
and commercia' development specialists, the tribes can significantly
reduce the' probability of failure. During any planning for investment of
capital, all negotiations between private contractors, developers,
promoters, and Indians should be closely appraised by tribal officials
with the assistance of Bureau specialists, to assure that the activity
will be undertaken for the best interests of the community.

The investment of funds must be measured against the total
economic return that can be attained from the, investment. Lease income
for buildings and land, interest income on the investment, and individual
Indian income generation are all factors of consideration when such
investments are made.
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Since several tribes do not have large tribal funds, they must
consider very closely the type of industrial endeavor in which to invest

their meager funds. Many Indians have displayed an exceptional aptitude

for employment in such industries as electronic equipment manufacturing

and assembly. These facilities are basically labor intensive and lend

themselves well to location in areas having a large and trainable labor

force.

a In addition to the establishm?4 of firms offering employment

to reservation residents, tribal officials must now involve themselves

in encouraging` the loc--ion of service nterprises, and all types of

commercial endeavors on theirreservatio s. Although such enterprises

may often be owned by outside entrepre eurs, they offer an 9pportunity

for Indians to work in such endeavors ntil they have mastered some of

the techniques necessary to operate such businesses. These individuals

shwIld be encouraged to open businesses, of their own.)
Every effort should be made to either provide capital through

tribal sources or provide some type of pogram that would allow individuals

to mortgage their property and get funds in the lendable-funds markets.

While this wad one of the objections voiced by the Indians to the Indian

Resources Development Act, it would appear that close scrutiny by the

tribe and the Bureau would assure that °illy sound endeavors would be

approved, thus reducing the risk of failure and foreclosure resulting in

the loss of land.

The establishment of wholesale, retail, and service enterprises

on the reservations would appreciably increase the favorable economic

impact that establishment of industries has on a reservation. The income

earned on the reservation could then be spent o the reservations in the

Nation rather tnan in off-reservation areas.

To promote the Indian effort, the National Association of Tribal

Chairmen, with the assistance of other t ibal officials, the National
Association of Manufacturers, and the National Alliance of Businessmen

should establish a National Association of Indian Businessmen (NAIB).

The NAIB would act.as a coordinator of Indian business development and

encourage close cooperation among all tribes establishing industries, to

clear their plans f- such developments prior to entering into any fund

negotiations for setting up the business.

The NAIB could, with assistance from the Bureau, act as a

clearing house for development plans. All dLvelopers and developments

could be fully investigated prior to the start of any negotiations

committing the tribes to cn expenditure of funds or and leases. A complete

investigation procedure coula be established tc provide tribes with a

complete background on all businesses or entrepreneurs seeking'to

establish operations on reservations.

Such reports should include a full review of the financial

history of the firm or individual, a review of managemert. expertise, and

a complete dossier of the technical background of such firm or individual.-
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In addition to this service, the NAIB should promote the sale
of goods manufactured on one re'servatio- to the residents of another
reservation. For examp3.!, prefabricated houses manufactured at
Fort Belknap would be purchased by Indians residing on the reservations
of the upper Midwest, while Indian-produced products of other reservations
could be used in the manufacture of these houses. Thus, Indian users
would enhance the marketing efforts of the other Indian producers.

Another important area that.should be attacked is the educatior
of Indians in the field of Business. In some schools, Indians are
currently pursuing higher education; however, greater efforts 'could be
made to prepare young Indian people to take over and operate businesses
located on the reservation. For those tribes who have educational funds,
preferenc' should be given to stuc:ants seeking to get degrees in business
subjects, such as accounting, management, production, and marketing.

Tribal leaders should plan the utilization of funds to be made
available to the tribes under the provisions of the Federal Revenue
Sharing Act in such a way as to increase potential employment and income
opportunities. In keeping with the "self-determination" concept of the
current administration, the tribes could use these funds tu prov',e such
services as roads, sewage disposal, and electricity. This might well
make the reservation areas more attractive to industries seeking sites for
establishment of ent,rprises, thus increasing the potential for job
opportunities with a minimum of assistance front. the Bureau.

In all these efforts, the Indian leaders will need assistance
and guidance from Lhe Bureau and legislative ;sistance from Congress.

The Bureau, by law, serves as trustee over trust land and,
resources of tribal groups whc continue to maintain relations with the
United Scates Government. Inherent ji the trust role played by the
Bureau is a.fiduciary responsibility for specific decisions made by the
various tribes concerning the use of trust resources.

A lack of funding and personnel has seriously restricted the
efforts of the Industrial and Commercial Development Program. With only
14 proft-ssionalemployees and a budget of some $1.2 million, the Bureau
has increased employment opportunities by some 900 percent. Yet most of
these prPfessional ,:mployees are based in Washington, and many of the
reservation areas have few pt 'pie whose primary responsibilities are
directed toward attracting industry.

T! Bureau should givesconsideration to the decentralization
of its Division of Industrial DnVelopment. Currentl; ,hat office has a
large number of personnel located in the Central Office in Washington, D.C.
It should be reorganized into a service unit, with only a few persons
located in Washington. These people would act as liaison between industr,
and industrial and commercial development specialists, located in the
A-01 Offices, and other, Federal agencies becoming invol%ed in the
establishment of business endeavors.
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Placing the specialists in the Area Offices would enhance the
overall economic development program. These persons would be fully
responsible for the establishment and implementation of a comprehensiye,
Area-wide, development plan. Such a plan might well make it possible
for tribes to enter into business activities needed in the Area rather
than depending upon outside entrepreneurs to locate on reservations.

By creating Area development planning, with liaison assistance
in Washington, de Bureau could better service the Indian:. Avalatility
of highly qualified Bureau development specialists in Area Offices,
with the Area Director having decision-making authority, would mates it
possible for tribes to enter into business ventures with the immediate
assistance of Bureau development specialists, who should be thoroughly
awareof local and State-wide business conditions.

Since the majority of Indian reservations are in the Western
part of the United States, centralization of authority it. Washington
only lengthens the channels of communication and authority, thus
encouraging trines and field assistants to establish projects which might
not be entered into if fullyqualified development specialists were
located nearer to the point of acf:ion.

Current procedures for the accounting of businesses developed
as a result of the ICDP should be modiLied so that only thoSe enterprises
which actually employ Indians are reported. No firm should be included
in this report unless there was an actual input by the Bureau's Central
Office or one of the field offices. Entities located in nearby towns
and employing Indians should be preeluded_from such reports. Such

inaccuracies as have occurred only lead to negative attitudes about the
successes that have been enjoyed and lead to some feelings of distrust
about the effectiveness of the program.

Bureau planning should include a plan for maximum utilization
of the $8.4 million in Emergency Employment Act funds allotted for use
by Indian tribes. These monies could well be used to construct roads,
water purification facilities, electrical generation plants, and other
similar public service facilities, in areas that can be expected to be
useful in future development of either industrial or commercial enter-
prises.

If these fur4s were used to promote the development of
commercial and industiial enterprises alone, it is possible that as many
as 2,800 Indians might become employed. The average cost per job
established by ICDP has been less than $3,000 and in most instances has
been lower. However, since these funds are to be used tc promote public
service work, the number of jobs created will probably be somewhat less
immediately, although proper utilization of the funds should create
better conditions for future development.

With the lack of capital being a major factor in development
efforts, some action should bL taken to increase the amount of capital

1.57
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available to attract industries to reservation sites. Similarly,
action should be taken to make Indian reservations more attractive
to firms who are seeking areas where a labor force is available at
reasonable costs. These actions will require congressional action.

Many of the provisions of the Indian Resources Development Act
would have benefited those tribes who are seeking to improve economic
conditions on their reservations through the development of additional
means of earning a livelihood by members of the tribe. The lack of
social capital is a problem that can be alleviated through passage of
legislation that will enable the Indian people to obtain the capital
necessary to promote development of industrial and commercial endeavors
on their reservations when such developments will materially alleviate
problems of unemployment and low income.

Congress, with the assistance of tribal leaders and Bureau
officials, should develop legislation that will incorporate those portions
of the Indian Resources Development Act which were acceptable to all
the parties concerned. The elimination or modification of sections found
to have been unacceptable should provide a bill which could be implemented
and be of benifit to the Indians and the Nation as a whole.

Futher action shopld be taken in Congress to encourage the
manaufacturers of America to locate on reservation or in reserVatioL
areas.

Many American firms have moved their operations.to foreign
countries to take advantage of low wages. These companies have been
protected from tariffs on returning goods through Items 806.30 and 807.00
of the Tariff Act of 1930. This has been particularly true of electronics
manufacturers.

The Indian people have proven to be particuiarly adept at
performing tasks related to the production and assembly of electronic
parts and components. Similarly, Indian people hay.e shown an adaptability
for other types of work that is currently being perforMed overseas for
American companies.

Efforts must be made by Congress to allow firms locating on
Indian reservations to be exempt from the minimum wage laws for a period
of up to five years. This does mot mean that Indians should be exploited,
rather, Indian wages should be subsidized until such time as productivity
reaches a level that will allow the firm to operate profitably.

Special concessions should be made to those firms that locate
on reservations. These companies should be gr 'ted preference for the
performance- of Government contracts and be fir , considered as suppliers
to Government agencies.
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Concessions can be made through the granting of special rates
for transportation of goods to and from reservation areas. Thus, firms
using assembly processes or other functions which are labor-intensive
types of activity could be placed on reservations where an abundance
of laborers abide. This would make it possible for many of the more
isolated reservations to compete for location of plants.

In further efforts to improve the opportunities for reservation
communities to establish industries, commercial enterprises, and recre-
ational facilities on reservations, a substantial program of transportation
route improvement should be instituted. Consideration should be given to

the extension of rail/oad services to reservation areas, construction of
air facilities, and improvement of highway systems on the reservations,
as well as the surrounding areas. In all these endeavors, maximum
utilization should be made of Indian labor.
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APPENDIX A

SUMMARY OF
INDIAN RESOURCES DEVELOPMENT ACT OF 1967

When Secretary of the Interior Stewart L. Udall introduced
the "Indian Resources Development Act of 1967" (H.R. 10560) to Congress,
he opened the hearings, saying:1

. . I think, in terms of'a single piece of
legislation, _his is the most important Indian bill
that has been submitted since I have been Secretary.
I think the doors that are opened here for'economic
opportunity for the Indian people, the new tools they
will have to work with, should mean that this is in
a very real way landmark legislation.

The significance of Secretary Udall's re Arks can be emphasized
again through presentation of the "Statement of Purpose" of the proposed
bill and a synopsis of the important provisions contained in the proposal.

The statement of purpose for H.R. 10560 read as follows:2

Congress recognizes that, notwithstanding the
significant social and economic advances the American
Indian has made, his progress has not been sufficient
to enable him to share fully in our national life.

While the full range of Federal programs is
being increasingly applied to Indian reservations,
and while State and local governments are being
encouraged to provide services to Indian citizens,
P::onomic development has been impeded by lack of
free access to the private financial and credit
markets ur the Nation and by limitations placed upon
Indians which prevent them from managing their lands
and resources.

It is the purpose of this Act to provide Indians
with managerial, credit, and corporate tools to enable
them to participate more fully in American social,
econc Lc, educational, and political life; and to
permit them to exercise greater initiative and self-
determination.

lUnited Etates Congress, Housc Committ6' on Interior and Insular
Affairs, Indian Resources Development Act of 1967, Hearings before Sub-
committee, 90th Congress, 1st Sesrion, on H.R. 10560, July 1314, 1967
(Gove;:-)nment Printing Office, Washington, D.C.), p. 33.

2Ibid p. 3.
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The most important tool, in the new bill was the $500 million

authorization for an Indian loan guarantee and insurance fund and for a

direct loan revolving fund. Up to .$100 million of this sum would be

available during the first five years of the program.

The size and emphasis on -his loan program indicate the priority
that was placed upon improving Indian access to capital for financing

the economic development of reservation areas. Although Indian financing

had increased from $85.69 million to $255.1 million in the past ten years,

there was still a serious shortage of financing in Indian areas,
especially loans from private, conventional sources.

The new legislation would allow the Secretary, through an

Indian Development Loan Authority, or otherwise, to:

1. Encourage the development of
industrial, commercial and
agricultural enterprises on or

near Indian reservation.

2. Promote Indian ownership and
managemeneof such enterprises.

3. Provide the best economic use of
Indian-owned property and financial

resources.

This program also included:

1. The preparation of reservation
analyses for industrial development.

2. Grants for economic surveys and
project feasibility studies.

3. Guarantee of Insurance of private
loans to Indians or Indian organi-
zations if st.ch loans were not

otherwise available.

4. Direct loans to Indians or Indian
organizations if private loans were

not available.

5. Interest subsidies when needed to
stimulate loans for industrial
development.

6. Leadership and managemeht training
for directors, officers, and managers
of Indian enterprises.
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7. Technical assistance.

8. Research, undertaken either
directly or by contract.

9. Advice regarding the issuance o2
tribal tax-exempt bonds or
obligations for purposes related
to the governmental affairs or
operation of the tribe.

10. Advice on use of tribal funds.

11. Advice on proposals to provide
Indians greater latitude in the
mamigement of their property
and final.cial resources.

12. Advice regarding proposals and
requests to reduce multiple-
ownership of property by
petition and sale.

13. Advice on charters for tribal
corporations and operations:

The bill also authorized the issuance oflAeral corporate
charters to Indian .tribes or to groups of Indians in order to give them
the modern organizational forms needed to promote economic development.
It placed Indian tribes on par with State and local governmental affairs
through tax-exempt bonds. And it provided for the assumption of increasing
management responsibilities by Indians.

These corporations would be limited to Indian membership and
to activities in their own areas. Charters could be issued either to
tribes or to groups of Indians who have tribal approval. Thus, groups
of Indians could obtain a charter to supply local needs and services
such as consolidating fractionated ownership, syndicating ownership of
land parctls for a joint use venture, or to unify resource management for
improved use and return.

The legislation also contained significant new authority to
give tribes greater authority in the management and disposal of their
property. If a tribal governing body decided that the best interests
of the tribe would be served, it could apply to the Secretary of the
Interior for authority to sell, mortgage, invest, or otherwise use or
dispose of trust or restricted property, including trust funds.

Loans under the bill must bear "reasonable" interest rates
to be determined by the Secretary of the Interior, taking into account
the range of interest rates prevailing in the private market for similar
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loans and risks. Whenever the Secretary determines the rate of
interest would require a level of interest payments by the borrower that
would impair the prospects for successful economic development of other
primary purposes of the loan, he may agree with the borrower to pay from
the fund up to 25 percent of the interest payments. Loans under the bill

require evidence that financing is not otherwise available on reasonable
terms and conditions and that there is reasonable assurance of repayment.

Loans would be available for educational purposes, also, with
no interest while the borrower is in school or in the military service.

The legislation provided that where credit was not available,
with or without loan guarantees, money would be available from the
Government under the existing revolving lean fund. Although the amount

in this fund was viewed as inadequate to meet Indian needs, the new bill,
would make all funds authorized for the program under a variety of laws
available to all Indians and Indian or2,nizations that otherwise qualify
under the general terms of the bill.

The Secretary would have discretionary authority to grant the
request and could add additional terms and conditions if he believed
them necessary. There were three limitations to this authority;

1. The authority did not extend to
leasing tribal lands, which would
continue to be controlled by
existing law.

2. Land would not be sold or mortgaged
unless authorized by the tribal
constitution or by a tribal referen-
dum, and only then when the sale or
mortgage was made and the proceeds
invested in accordance with an
approved land management plan.

3. Tribal trust funds could not be
invested in securities under this
section, except in accordance with
an approved investment program
which makes provision fo- skilled
investment counsel.
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APPENDIX B

COMPANY HISTORIES

1. Parker Textile Company

2. Burnell & Company, Inc.

3. Wright-McGill Company

4. Firesteel Lumber Company, Inc.

5. Fairchild Semiconductor Division

6. Iowa Meat Products, Inc.

7. Suntex Veneer Corporation

8. Amphenol Corporation (Bunker-Ramo)

9. Omni-Lab, Incorporated

10. Fort Peck Tribal Industries

11. Chata Construction Enterprises

12. Big Horn Carpet Mills, Inc.

13. General Dynamics Corporation

14. Barron Container Corporation

15. Warm Springs Assembly Plant.

16. Penn-Mor Manufacturing Corporation

17. Turtle Mountain Industries

18. FbrtBelknap Builders



APPENDIX B-1

PARKER TEXTILE COMPANY

This operation opened in a tribally constructed building
partially financed through an Area Redevelopment Act loan. The building
was constructed for the purpose of housing the machinery necessary for
the spinning of raw cotton into grey cloth. Employees of the plant
wereto be members of the Colorado River Tribes, and management and
training were to be provided from outside sources, primarily by
Richard Elliott, who had been in the weaving business for many years..1

A Total of $713,128 was raised to start the firm. The major
sources of financing were a $351,087 ARA loan and.$200,000 of stock sold
to local residents. The remainder of the funds came from a loan granted
by the Valley National Bank of Arizona in the amount of $108,027, and a
tribal loan of $54,014. There was a minimal amount of investment made
by Elliott, who was to provide the management for the enterprise.

The company actually started operations in September of 1964,
employing 40 workers, one of whom was Indian. The plant operated at
about 30 percent capacity for eight months and closed permanently in
May of 1965.

During its short life, the business attempted' to operate with
used equipment. This strategy was used to ostensibly reduce the amount
of investment needed for start-up costs. The employment of old equip-
ment with its high rate of breakdown caused high operating costs to be
encountered by the firm, placing it at a comeetitive disadvantage.

The problems were not limited. to those of production. The
markets for grey cloth were far removed from Parker, Arizona, and trans-
portation of the finished product created an additional cost factor which

.'1.7.1rently been disregarded in planning the operation. This cost
v..- added to the problems of being competitive in a highly competitive

.; try .

Mere is no evidence to indicate that Elliott had any experience
in the markt,..,tirg of grey cloth. There seemed to be no Worts made either
by company or Bureau personnel to establish a firm maikehing prograini
before operations' were started. There is no evidence to indicate that
&ring operations the firm made any concerted effort to develop markets
for the finished product. Most of the effort appeared to be directed
toward keeping the equipment operational.

The installation of equipment discarded by other firms appears
to be highly unusual. It would seem that every effort should have been

.made to equip the plant with the newest and most efficieLA machinery
available at the time. This might have made it possible for the firm
to enjoy a production cost advantage that would have offset the trans-
portation disadvantage.

All IndIvIduals' mmes in this case are fictitious.
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There seems ;to be some doubt as to the ability, of Elliott
to manage such an enterprise. He never succeeded in getting the firm
fully operational. With only one Indian being eiployed when the firm
was operating at 30 percent, it would appear ,that Elliott was operating
with trained personnel and still could not succeed-in establishing a
profitable operation.

In addition to the failure of Elliott, the BUreau development
specialists did not maintain a sound inspection systeM over the activities
of the firm. Used equipment was allowed to be-installed,Indians were
not trained either as machine operators or as managers, nor wereusteps
taken to Improve the management practices used by Elliott. Some steps
should have been taken to,assure that Elliott had a marketing prograM
established which would provide the company with firm contracts for the
output of the first year. Without 'these predetermined sales', there was
very little assurance that this company had Any chance of success.

The combination of failures left the tribe and other local
residents holding over $254,009,interest in 'e defunct operation.- The
ARA loan was defaulted, and the building located on tribal lands had no
current use.

It would be necessary for the various interested parties, the
tribe, the Bureau, and ARA, to try to recoup their funds by attracting
some other company to the site.

Source: Data presented have been extracted from case file,
"Parker Textile Company, Parker, Arizona," Central

-)Files, Division of Economic Development, Bureau of
Indian Affairs, Washington, D. C. (as of December 31,
1971).

s. 1 f
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APPENDIX B-2

BURNELL & COMPANY, INC.

Burnell & Corepany, Inc., with' headquarters in Pelnam*anor,
'New York, enured into negotiations with the Laguna PueblOvIndians-in
1961 for the establishment of a plant,to be lccated on the Indian nds.

The plant was finally located on 10 acres of tribal lands at Mesit
New Mexico, some 39 miles west of Albuquerque. The building erected
contained 40,000 square feet of floor space'pnd was equipped with over
a quarter of a million dollars worth of equipment provided by Btkrnell
& Company.

The company and its officials negotiated for a 25-year lease
with a renewal option for an additional 25 years with the Indians. The
financing for 'the building construction was provided to Burnell by the
Laguna Pueblo Indians from their tribal funds. The Indians advanced
$500,000 at four percent for a 20-year-period.

The company and'the Bureau of Indian Affairs established an
on-the-job training prograr for the Indians, and the plant started
initial operations in November of 1962 and went into full operation in
January 4 1963; employing a total of 60 Indians at the start. By 1965,
the Indian employment had risen to 130, and the company had an annual
total payroll in excess of $500,C00.-

The firm's employment of ,Indians has consistently exceeded
that of non-Indians. Average Indian employment has been as High as
94 percent in 1966 to the low of 82 percent, in 1971. j'n addition to
the high percentage of Indian employment, BUrnell has'employed over 100
Indians every year since 1966, with the exception of 1968, when employ-
ment of Indians dropped to .88. However, this still constituted 94 percent
of the labor force of the/firm and nearly 15 percent of r total labor
force-of the Pueblo.

- :Burnell's ann al payroll has risen to over $600,000 in 1971,
Alth total Indian earni s rising to approximately $521,520.1 It is
obvious that thi3 firm's continued life has enabled the Indians of the
Laguna Pueblo to enjoy continued employment. The high rate of employment
has also reduced the Bureau's annual cost per Indian employed with this
firm because of the deb.reasing expenditures of the on-the-job training
funds.

The company has been granted $267,127 in OJT Funds c'tce
opening its doors. However, they nave provided 928 man-years of employ-
ment to residents of the pueblo. This has resulted in a cost Of $287

' per job available in the firm.

1'
This Figure is appro.-el-plated, sinew. exact figures for Indian salarice

could not be obtained. The firm's average salary is 0.15 per hour.



Source: Data presented have been extracted from case file,
"Burnell & Company, Inc.," Central Files, Division
of Economic Development, Bureau of Indian Affairs,
Washington,.D.C. (as of December 31, 19-1).
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APPENDIX B-3

WRIGHT-McGILL COMPANY

The Wright-Mcgill Company, a well-known manafacturer of fishing
tackle, started looking in 1960 for a domestic fac.ility to produce snelled
fishhooks. The firm was not at all certain that the Indians would be
able to produce at company standards; however, the company agreed to
test the Capabilities of the Indians at no cost to the firm.

The tribal leaders provided a tribal building, and 13 workers
were established as an initial labor force. The company agreed to ship
plain hooks to the reservation, the Indians were to attach leaders
(snelling) to them, and the snelled hooks were returned to Denver.

The trial was highly successful. Mrs. McGill, the company head,
and her staff were highly pleased with both the quality and quantity of
the Indian production and decided to expand production. Mr. Emil Redfish,
an OglIla Sioux Indian, was hired as manager, and in late 1961 two more
plant locations were established in' Wounded Knee and Kyle, S 0.

The buildings used for prodUction had been a comm .ity, center
and a potato house, which were remodeled at moderate cost. Large capital'-
outlays, often a deterrent to the small community desiring to expand
industrially, were not factors here.

In order to provide a trained labor force, the Bureau established
an on-the-job training contract with the company. The contract provided .

that the Bureau would pay a portion of the minimum wage of each Indian
employee for an agreed-upon period of time, thus helping the company by
providing a share of the training costs.

The labor'force consisted of 160 Indians in 1965, with about
one-fourth of them being female. Managers and assistant managers were
Indian. The take-home pay ranged from $104 to $150 per week. The company
paid the same basic wages in Pine Ridge as it did in its Denver plant.
Workers increased their wages through production that exceeded standards
and thus earned bonuses. Some turned out as.m.any as 240 dozen snelled
hooks per, day.

Several problems arose during the initial operations. One was
getting people to work together; another was overcoming a traditional
practice of ridicule for those attempting to better their situation.
Even the meaning of T-I-M-E had to be learned. But these problems were
short-lived. The Indian people were enthusia;ZU about "their" fishhook
plant and had a high degree of respect for their obs. Such problems
as existed were far overshadowed by the many bene is that the community,
the tribe, and individuals gained.

The annuall payroll made it possible'for many of the workers
to move out of canvas tents and log shacks into modern housing then being
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built on the reservation.
on homes, such as adding
appliances.

A new community
became community leaders.
plans by tribal officials

Other workers were able to make improyements
indoor plumbing, heating plants, and other

awareness was seen, and'many of the workers
The creation of this new economic base led to
for the development of a new shopping center.

The Bureau played an important role in the development of this
enterprise through the provision of OJT funds, which were Used to train

Indians in the art of snelling hooks: During the years of 1961, 1962,

and 1963, the Bureau provided $39,378, $117,891, and $4,612, respectively.

Wright-McGill continued their association with the Indians
until 1968 when the company began to encounter stiff competition from \-

foreign producers, predominantly Japanese. The was being undersold
in the market, with the foreign merchandise being sold at a price below

that at which Wright-McGill could produce, and it curtailed its snelling
operations, ceasing production on the reservations. The firm ha employed

as many as 225 Indians and just prior to the close of operations
employing 180.

Indians trained in this operation could transfer.their skills
to another line of work if an opportunity were present near the reserva-

tions.

Source: Data presented have been extracted from case file,
"Wright- McGill Company," Central Files Division of
Economic Development, Bureau of Indian Affairs,

Washington, le.C. (as of December 31, 1971).
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APPENDIX B-4

FIRESTEEL LUMBER COMPANY, IAC.

Firesteel'Lumber Comany, Inc., a New Mexico corporation,
started operations at Domingo",,-New Mexico, on the Santo Domingo Reservation,
for the purpose of producing core stock to be used in the.manufacture of
furniture and other wood products. The original intent and purpose of
the firm were to process aspen from tree to finished prodict. The
operation was to include cutting, transporting logs to mills, sawmilling,
kiln drying, and manufacturing aspen lumber by starting at the tree stump.

An Economic Development Administration feasibility study of
1965 reveals that the firM's financial structure and construction capacity,
lacked the magnitude needed to meet market projections. This created a
marginal operation, easily upset by the slightest fluctuation in either
production or marketing.

An extensive marketing study had been completed, and it indicated
that for the most part the aims, availability. of aspen stumpage, production
costs, and market availability were realistic. However, the venture was
launched with used equipment, somewhat inexperienced' management and
personnel (the local Indians had not been trained), and amid a rising
cost situation.

The lumber supposedly available from tracts represented as assets
of the firm proved to be inadequate as to quality and quantity of the logs,
and the supervision of,pawmills located away fiom the manufacturing
facilitS, was loose at best. brying facilities proved unsuited for the kiln
drying required by the customers. The general experience of management
and employees proved to be inadequate, and this inadequacy was revealed
in the operating losses suffered by the firm.

The sompany suffe" °d operating losses of $580,716.13 from the
time of opening until December 1964 and indicated losses of $234,518.13 for
the first seven months of 1965, a total loss of $815,234.26 in approximately
five years of operation. The heavy losses were attributed to the fact
the firm was in reality marketing anew product and.had. done much research
and development in the processing of the product during the initial years
of operation. ti

The operation of an extremely small company (the capitalization
of the firm was $367,300 of issued capital stock; a mortgage for $842,300
was held by J.C. Stromberg) in the luMbering industry was very difficult.
The production of'any finished wood product requires an extensive organi-
zation to harvest stumpage, mill lumber, dry kiln, and manufacture according
to specifications of an industry demanding great quality at competitive
prices. Most phases of such operations required as many employees for
15,000 board feet of production (estimated at the break-even point) as
for 30,000 to 45,000 board feet of volume. Plant facilities, therefore,
should be such that production capacity allows for a sizeable profit.
The firm did' not have this capacity.



.

On August 18, 1965, the company suffered nearly a million dollar
loss in. a fire that destroyed the 300foot Lshaped building housing most
of-the machinery used in the Manufacturing process. Much"of the equipment

was new, having been purchased in the year prior to the fire to.replace

the old equipment with which the firm had started operations.

The firm's operation had been a boost to the local economy of

Santo Domingo. The employment had been as high as 65 persons, with as
many as 50 Indians--about 10 percent orthe total labor force of the

Pueblo--in direct employment with the company, and another 25 Indians
were hired by the cutters supplying logs to the firm. The annual payroll

for the firm was approximately $267,176. With each wage earner supporting

an average of five people, it was estimated't4t the multiplier effect of

the annual Firesteel payroll amounted to nearly $1 million in the local

economy. With this loss of income, the economic conditions in the area
would be significantly worsened unless operations ofhe firm could'be

resumed quickly.

Firesteel Company had found a ready and willing labor force on
the reservation, yet had operated for four years at losses. These losses

had been'atributed to the new processes introduced and a lack of a
marketing program extensive enough to ensure sales at a level necessary

to break even or earn a profit.

The lack of capital necessary to sustain operations became
immediately apparent when the fire destroyed buildings and machinery.
The Bureau could not provide funds to rebuild, nor cpuld the Indian

tribe provide the necessary capital. This e it n4espary for the firm

to.go to an agency of the Government that coul provide capital.

,The firm applied for assistance in the reopening of operations

through the newly formed Economic Development Agency. The firm requested

a loan of $1 million to rebuild the destroyed plant, purchase new equipment,

and provide operating capital during the first year. The firm would have

an investment of approximately $165,000. There were many factors to be

considered before such an investment could be made by EDA, and a feasibility
study indicated several weaknesses in the firm's positioh. In his credit

report of September 1965, the Area Credit Officer stated that a loan of

$1 million would amount to an investment of $16,393 per Indian employed.

In September the. Bureau became involved when it was believed
that assistance would be needed to help the tribe in producing its share

of the equity capital required for an EDA loan (estimated to be around

$40,000).

'In February of 1966,. the firm succeeded in getting the financing

needed for the rebuilding of the plant. Two loans were obtained, through

EDA, amounting to a total of $1,017,000. One loan of $617,000 was provided

by EDA for the purpose of 'rebuilding the plant. Local sources provided

an additiOnal $915,000 needed for that purpose. This grant, incident]y,

was the first grant ever given by the newly formed EDA. A second loan of /
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$400,000 to provide working capital was madObythe Albuquerioe National
Bank; however, the EDA guaranteed up to 90 percent of the loan.

The company reorganized under the name of Aspen Wood Products,
he plant reopened in the second quarter of 1966. By the end of 1966,

firm was emplOying'66 Indians. In the early part of 1967, the film
applied for additional OJT monies. (The Firesteel Company had been
granted $8,954 in OJT money during 1961 and.1962.) During the ,following
three years, the Bureau provided an additional $17,798' to the company
for training of Indians.

In May 1967, the Bureau learned that Mr.-Stromberg was interested
in getting out of business but was uncertain as to what to do: (1) Curtail
operations; .(2) continue as at present; (3) close; or1(4) sell. The
firm had been sued by Pioneer Logging and Milling Company for breach of
contract (failr7e to accept delivery of lumber supplied for, which contracted)
and was suffering management problems.

The company continued operations through the summer, and in
November 1967 a group of New York investors entered into negotiations for
takeover of the firm. They offered a guarantee of $3 million t..o EDA to
cover the financial requirements necessary for the takeover of the first
and second mortgages. The changeover was accomplished in February 1968.
The firm was now known as the American Aspen Corporation.

Operations continued, with Bernard C. Luce, president of American
Aspen, heading up the operations. However, Indian employment fell from a
high of 86 in early 1968 to 41 in March 1969. The total labor at all times
consisted of over 96 percent Indian. Profits of the firm did not appear
to rise appreciably, nor did the business improve. This was evidenced by
the failure of the company to meet'its financial obligations with EDA.
The firm was obligated to EDA and .SBA for a. total of $807,000 in the form
to two promissory notes.

On May 7, 1969, the company was declared bankrupt and repossessed
by EDA. In order recoup some of the losses, EDA auctioned the business'
assets at a res cted (bidders had to deposit $100,000 to prove financial
responsibility) auction on October 22, 1969, on th4 premises of Santo-Domingo.

The amount of money recovered from the b siness could not replace ,
the employment opportunities lost, and the Bureau as continued to try to
attract a viable lumbering firm into the facilitie

During the life of this firm, the Governu ent incurred costs of
Nearly $1 million in loans made through the EDA, some of which was recovered
through sale of the firm's assets. In additior, the Bureau granted $26,752
in OJT funds.

By estimating a 50 percent recovery by the EDA, the Government
.f;cosi per job-in this company was $2,033.
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Source: Data presented have begin extracted from case files,

"Firestee1. Lumber Company," and "Aspen, Wood Products,"
Central Files,, Division of Economic Development,
Bureau of Indian Affairs,. Washington, D. C,
(as of December 31, 1971).
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' APPENDIX B-5

FAIRCHIIyD SEMICONDUCTOR DIVISION

(FAIRCHILD AURA AND INSTRUMENT COMPANY)

The initial con ...with Fairchild was made in July r965 by
Mr..John Zachary, Industrial Development Specialist, Bureau of Indian

. Affairs; Los Angeles:Office.'

The officials of Fairchild visited many reservations'and held
discussions with, several tribal groups before the company decided to
locate a branch plant on the Navajo Reservation near Shiprock, New Mexico,
for the assembly of silicon transistors. The industrial development
agencies of the State of New Mexico and the City of Farmington played a
major part in demonstrating to Fairchild the value of a New Mexico
location; and the tribe convinced the company that Shiprock should be the
site for the plant.

1

The Shiprock site was selected by the tribe as'a part of the
tribal endeavor to create an industrial complex ,in an area that had been
solely agricultural in nature in the past. The 0Avajo Tribe, long aware
of the great needs of its people, especiallyreg4lar employment, was
developing vigorous programs to assist tribal members to, enter the main-
stream of the American life. Fairchild's new plant on the reservation
was expected to contribute substantially to that goal.

The initial phase of the Fairchild operation was started with
the help of an ARA training program which was started at the Shiprock
Community Center, in quarters provided by the tribe. Fifty Indians were
trained between May 10, 1965, and July 12, 1965i, under the ARA program,
and the experience in the effort clearly indicated that Navajo Indians
learn quickly and have fagh productivity. qbeiBureau assumed the respon-
sibility for financing 'of training on July 12, 1965, and has continued C:,
the program on a regular basis.

The company operated in temporary quarters in the Shiprock
community until the tribe completed the construction of new plant faCilitles.
The plant constructed was a modern 33,600 square foot building which was
estimated to have cost $844,000, including fixtures and facilities. It

was constructed using tribal funds with a healthy assist ($463,000) from
the,r.awly formed EDA in the form of a business loan, which is beingo
repaid by the tribe. -

The plant is designed and equipped to accommodate the largest
number of American Indian workers (1500-2000) ever employed on a single
private payroll. The work force has increased from 50 Indians to about
800 Indians in 1974 with a high of 10130 in 1969. The firm has
consistent],' had a :labor force made up of 97 percent Indian workers.
These Navajo worke4have established production and job attendance
records that compare favorably with Fairchild operations in other
locations, in the Unitil States and Foreign countries. The employee
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turnover has decreased-from 8.8 percent in 1966 to 3.4 percent in 1971;
absenteeism has aecreased from 5.5 percent in 1966 to 4.2 percent in 1971.

The employment record at Fairchild is an obviousirefutation,

of the old cliches about the inability of Indians to work at steady jobs.
Another myth hag been exploded: With 30 of the 35 production supervisors
being Indian, one can no longer say that Indians are reluctant to accept
supervisory positions in Indian-staffed plants because of cultural hangups
over directing and giving orders to other Indians.

The creation of added employment opportunities has caused an
influx of workers into the Shiprock area. This influx has created a

hpusing shortage which must be alleviated. The construction of new

howing will'ereat'eTurther employment.
V

Electronic's assembly usually has more female-oriented employment

than male; and in an area of general unemployment, having women a§ bread-'
winners of the family has created some social problems. To combat this
problem, Fairchild has brought in new production techniques more suited
to male aptitudes, and hopes to employ 400 men as a part of the regular

work force.

The introduction of manufacturing employment normally stimulates
service type enterprises, in, the area, and the,Navajo Tribal leaders expect
that in response to the regular payroll as many as 350-400 service type
jobs will be created in the"near future, with at least 50 percent of these

jobs to be filled by males.

If success of the Bureau's program can be described as finding
jobs for those who have had no job and the job can keep them on their
own lands, or in their own communities, among their own people, and with

the Way of life they know best, then the Fairchild plant can be considered

a ,success.

This success has not been achieved without costs to the

Government. Direct costs in the amount of $2,932,208 have been incurred
by'the Bureau through the financing of on-the-job training since the
firm started operations on the reservation.

This may seem to be an exorbitant figure at first glance.
However,t must be remembered that over 1,000 Indians were trained and

!'employed. In addition to those who were retained as full-time employees,
there were probably another 50sto 80 who entered into training, dropping
out after being partiallg trained and then leaving for one reason or

another. There is no means of determining where such workers go, since
no records appear to be maintained by the Bureau.

The combination of tribal investment of $844,000 and the

Bure s $2,932,208 expenditure in OJT funds results in a cost per job

of $c 4. However, the tribe is recovering its investment through

1(
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leasing arrangements. Since.the_lease arrangement is confidential, it
is impossible to determine the exact payback termoon,the investmenti

114

Source: Data presented have been. extracted from cas4 files, *--
"Fairchila Semiconductor Division (Fairchild Camera
and Instrument Smpany)," di..ntral Files, Diirision

of Economic Development', Bureau of Indian, Affairs,
Waahington, D. C. as of December 31; 1971).
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IOWA MEAT PRODUCTS, INC.

(WIMMIAGOTET FOODS, INC.) 4

'.Winnebago Pet Foods,'Inc., opened a pldnt in February 1968 ..N

at Winnebago, Negrask4. :The'plant,usesmeat that is.nnfif for human

consumption for4urther processing into pet foods. The company employed'

10 Indiacs'during the early period'of operation, training these people

with the aid Qf a local Community Assistance Program (CAP) wh4h was
negotiated through the U.S, Departmenc of,Labpr.'s 1(nsas City Office.

The firm Oaid trainees the minimum wage of $1.60 and,ubed the training '

funds to supplement trainee wages.

village of Winnebago brought sewer and water to the building,site.

-
The building and equipment were furnished by the company, and'

th 'a

0

I..,p the fall of 1969, the firm reorganized, becoming a subsidiary

of the toarent firm and is now known as Toga Meat,Products,-Inc. The firm,

has employed from seven to 14 Indians since first starting:operations.

tDuring the initial phases of operation, the firm experienced.,-

a problem of high absenteeism and employee turnover with the Indian , -

employees. This problem has apparently been overcome, although the company

now is employing seven Indilns, with total employment being nine people.

4 .Tiv Anvestment of $1,400 of Manpower Development funds of,the
'teparsixtent of Labor 'constitutes the total expenditure incurred by the

..-0c
.GovernMent. Thus, the cost per job has zbeer: $257. .

, ,.,
.

,. ,.

.
,

. ,

Source: Data sentdd have been extracted from case file,

"Io Meat Products, Inc.,'"Central Files, Diyision

of colomic Development, Bureau of 1dian Affairs,
Washington, D.C. (as of December 31, 1971).
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APPENDIX B-7

SUNTEX.VENEER CORPOBATION
°

The Suntex Veneer Corporation wasfirst'referred to as the
Spokane Reservation Sawmill in November of 1965 when Phillip Dahl started
to construct a green veneer plant on the Spokane Reservation.. The
original plan called for the plant to be operational when log-cutting
commenced in the spring of 1966. However; 'as of September 30, 19k6,
the mill was still not operational. Machinery',was being set into place,
and the hopes were that operations would start in the next 60 days.

Mr. Dahl, president of the corporation, had contracted with
the SPokanerTrine for the purchase of timber from reservation sources.
As apart of the. negotiations, he had agreed to. the construction of the' .

*plant on the reservation and to the employment of local Indian laborers
to the'greatest extent possible. The $1 million plant constructed was
the most modern .n the Northwest and bad the potential for processing .
up to 24 million board feet of green veneer per-year. Green veneer from,.
the plant was sold on the open market to plywood makers throughout the...,
area.

The company contracted for 200 'million feet of timber.from
_the'Colville and Spokane Indian Reservations, with a proviso that only
the bark would ipcome waste material, which would be burned. in,an
incinerator. The unusable scrap froth the Veneer mill would be used by
a paper mill; the.pine cores would be sold to a local Indian group, who

...
\

. a
. would set up a plant,near.etie_auntex mill.

. \ .
',... . ',.

,
.,

t
-. Bureau development specialists from the Portland Area Office

wire.4ctiVerz involved inheestablishment of the enterprise. Special
-aitentienigae-given\ro the contractual arrangements for timber-cutting.

(

,,
. ,. \. Y

The problems of over5utting and'reforestation programming were of major
concern,-..to Bureau Fp4ialists: These factors were,a majar consideration
in tegotiad. .ons.s, 1

, , 4, ' V '0

.1 The company started actual milling operations in March'1967,0
. . . employing 31. Indians out Of a total labor force of 37. The plant

..projected the additionar ethployment of 15 people in the near future.
The firm exceeded expectations and on December 31, 1967, was employing
75 people; of whom 60 were Indian.

The f rm continued to rbw and in 196 had 388 employees,
134 of whom were Indian, In December 1971 it had 289 persons on the
payroll, Including 91 Indians.

Throughcut its operation, the company has averaged 33 percent
Indian employees. The firm also requestedsubcOntractorssuch as
Jefferson .PlYwood Cqmpany to employ Indians in its operation. In 1911
Jefferson had 34 Indians-On its phj/rolII,

I
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Suntex-is currently employing Indians in management positions.
The average.wage for Indian people "is approximately $2.60 per hour, with
the weekly payroll exceeding $9,50Q Aprweak during operation.

.
Source:

0
Compiled from data contained in case file,
"Suntex Veneer Corporation, Spokane, Washington,"
Central Files, Industrial.Developmeftt Division,

Bureauof Indian Affairs, Washington, D. C.
(as of December 31, 1971); and from questionnaires
completed by tribal officials and -mployees of the
firm.
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APPENDIX B-8

AMPHENOL CORPORATION (BUNKER-RAMO)

In the firs) venture into economic development of their lands,
the Seminole Indians of Florida entered into a contract with the Amphe' '1

u Corporation of Chicago for the lease of 10 acres of tribal land upon
which Amphenol, an electronics manufacturer, built a 34,200 square-foot
air-conditioned plant. The plant, located near Hollywood, Florida, became
the first 100 percent privately financed, non-Indian operation ever to
be established on an Indian reservation. Initially, planning called
for the employment of approximately 100 Seminoles when the plant became
fully operational.

As was the case with many other firms locating on reservations,
the Bureau established funding for the training of.the initial labor
force of 36 Indians (12 for each of three shifts). Funds in the amount
of $8,400 were made available for the first year of training.

Deputy Commissioner Theodore W. Taylor, who represented the
Bureau at the dedication ceremony, gave some indication of the importance
of the plant establishment on .Indian lands when he said:

The Amphenol experience is becoming increasingly
typical as the Indian develops the courage and know-how
to successfully penetrate the business world. The
Seminoles have proved once more that they are in the
forefront of this movement. Today the tribe'and The
Amphenol Company are already looking ahead. The ten-
acre site will permit plenty of expansion when the
present plant reaches full operating capaqty.

We have great hopes for industrial development of
Indian areas. There are now nearly 100 American
companies operating plants of various sizes on Indian
reservations or in nearby communities and providing
employment for some 1,000 Indians in their home areas.
This is extremely important for those Indians who,
through inexperience or fear of the unknown, do not
choose to move to unfamiliar surroundings to find work.
While the Bureau providing employment assistance
for reservation dwel]ers who move away for better
training and better jobs, many prefer employment on
or near their reservations.

The Bureau of Indian Affairs is grateful for the
confidence Amphenol has shown in the Indian people by
deciding to establish this plant on the Hollywood
reservation. I believe the Seminoles have shown, -
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extremely good judgment in choosing to do business

with this sound and far-sighted company.1

The Deputy Commissioner's expression of faith in the company

was apparently well-warranted, since the firm immediately started planning

for the establishment of other plants to be located in Indian areas.

However, the addition of,other plant facilities failed to materialize

as expected. Early in 1968, the company merged with Bunker-Ramo Corpora-

tion, becoming known as the Amphenol Connector Division. Bunker-Ramo

has no desire to expand operations in the State of Florida, although

operations would be continued.

Upon opening in June of 1966, the plant employed 29 Indians.

By December 9, 1971, this figure had dropped to 13, less than one-half

percent of the total force of 259.

The firm has in the past recruited and is continuing to recruit,.

Indians for employment. All Indians seeking employment are given priority

over other job seekers. However, the company has found it difficult to

recruit and retain the Seminole people. The Indians appear to be

reluctant to work in an indoor occupation, preferring to remain unemployed

or accept lower wages for.,outside employment.-

This firm has continued to operate at no further coats to the

Bureau., In addition to the payroll generated, the tribe is receiving

monies for the leasing, of the land upon which the building was constructed.

Source! Data presented have been extracted from case file,

"Amphenol Corporation (Bunker-Ramo), Hollywood, Florida,"

Division of Economic Development, Bureau of Indian

Affairs, Washington, D.C. (as of December 31, 1971).

1Included in Company History File of BIA Central Office, Washington, D.C.
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APPENDIX B-9

OMNI-LAB, INCORPORATED

Omni-Lab, Incorporated, a manufacturer of electronic educational
devices, negotiated for the lease of an unused school facility located
at New Port Indian Community on the LacCourte ()Tellies Reservation,
Wisconsin. The firm remodeled the building to make it suitable for
manufacturing operations. The contract of the lease of the buildings had
been made through field representatives of the Bureau's Branch of
Industrial and Commercial Development.

° The firm immediately applied for support from the Bureau in the
attaining of an OJT contract in the amount of $13,0Q0, to be used in
training an initial labor force of 20 persons. The training was to make
employees proficient in the assembly, wiring, and soldering of electrical-
mechanical switching equipment, cabinet-making--themaking of cabinets out
of plywood and formica--and sheet metal fabrication. The training was
planned to begin in July of 1966.

By June 29 the Bureau had cleared the application, and Omni-Lab
became No. 4 on the priority list for funding out of fiscal year 1967 funds.
However, Omni-Lab Inc., later (August 1966) indicated a preference for
the Wisconsin 'MDTA program and elected to,onter into that program. The
provisions of this program included fundillg for both Indian and non-Indian
employees. The Bureau offered no objections to this change. Omni-Lab
was deleted from the OJT program, and the funds were deCommitted. The
firm opened its operations tmploying seven Indians in its initial labor
force. This number grew to 12 by December 31, 1966.

The firm's operations continued until early 1969 when the lack
of demand for the products caused the firm to suspend its operations.

' During its period of operation the firm had employed as many
as 25 Indians during peak operations and always had from 50 to' 83 percent
Indian employees. ti

'The skills learned by the Indian employees provide them with an
ability which could be transferred to many types of electronics operations.

Source: Data presented have been extracted from case file
"Omni-Lab, Inc., New Post, Wiscons.in," Central Files,
Division of Economic Deyelopment, Bureau of Indian
Affairs, Washington. D. C: (as of December 31, 1971).
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APPENDIX B-10

FORT-PECK TRIBAL INDUSTRIES, INC.

Early in 1968, two men from the Aerospace Operations Division

of Dynalectron Corporation, a Washington, D. C., based aircraft main-

tenance company, approached Mr.Charles Gulledge, president of

Dynalectron, with a proposal for assisting the American Indians in

developing a business firm. These men felt that Dynalectron should heed.

former President Johnson's advice for business and industry to assume

social responsibility and assist the underprivileged in improving their

status in life.

When Mr. Gulledge was first approached, he was somewhat

skeptical about the role the firm could play in assisting Indians living

in remote areas to develop any type of business. He expressed his doubts

but agreed to search out ways of meeting the problem. He later said:

If we were going to assume a responsibility for

assisting in setting up a'viable financial enterprise,

we also realized that we were accepting a larger social

responsibility toward the'Indian tribes there. I wanted

no mistakes, so I put some pretty high-priced legal and

managerial talent to. work on the project.1

The members of this team met with Bureau industrial. development

specialists to determine the best avenue of approach to be used in the

development of a business enterprise for Indians, on Indian lands. The

most appropriate method seemed to be through the provisions of the

Small Business Administration (SBA) minority enterprise program. However,

the tribe involved would have to meet the requirements set forth by the

SBA. These were:
J.

1. The talterprise had to have 50-percent Indian

ownership or an agreeTent that would assure

majority Indian ownership in the future.

2. Competent management' must be available. If

there were not qualified Indians, an agreement

must be made with."outside management" to run

the business.

3. ,Arrangements had to be nadd for training Indians

who would be expected to assume control of the

business at the earlie.t possible date.2

1Patrick J. McGarvey, "Industry-Indian-Government Joint Effort Cut
Welfare Costs and Revive Local Econqmy," Government Executive (September

Z969), pp. 54-56

2 &nail Business Administration, Develoving Indian Owned Businesses

(Washington:Goverlrentprintingoffice,070), pp. 3-5.



The combined efforts of the Bureau specialists and Dynalectron
led to discussions with tribal officials of the Assiniboine and SiouxTribes of the Fort Peck Reseivatiou in northeastern Montana. These0

discussions terminated in an agreement which would have the tribes form
an Indian-owned corporation, which would be eligible to obtain sub-
contracts from the Small Business Administration.

In November of 1968, the tribes established a State-chartered
corporation, Fort Peck7ribal Industries (FPTI), with headquarters in
Poplar, Montana. Tftewas the first tribal-industry effort made toward
the economic development of the reservation under provisions of section
8A of the SBA legislation.

Shortly after the incorporation of FPTI, the SBA awarded the
company its first.contract,_a_1.706,_804

one-year contract for the
reconditioning of 44,400 Air Force Ml/M2

carbinei;fh-6-15U-SiheesTfor------
which the company had been formed.

The firm was to be managed by Dynalectron personnel,with the
tribe payine$168,720 for the services of five managers. These managers
were to oversee the day-to-day operations and make the majority of the
management and planning decisions, while six Indian men were being given
a 10-week management course at Dynalectron's_Fort Worth plant.. These
Indians would return and assume much of the management responsibility.

Funds for the establishment of the company came from a number
of sources. The tribal councik invested $35,000, and theeSBA guaranteed
90 percent of a $200,000 loan made by the Trader State Bank in Poplar,
Montana, at 7.5 percent interest. Two other Federal agencies funded
the training of the Indians employed by the cOmpanr. The Bureau granted
an OJT contract for $40,832, and the Office of Economic Opportunity (0E0)
granted $107,789 for 'specialized training required and $40,000 for
equipment.

The firm employed 118 Indians, all of whom were trained,
receiving $1.60 per hour'during their training period. Reports submitted
to the Bureau by Dynalectron management personnel indicated that the
Indians were basically loyal and conscientious employees. However, the
company had a high employee turnover rate during the first year:. Twelve
percent, as. compared ta.the national average of 2.5 percent--and a high
rate Of abeenteeism, 15 percent.

Carl Samples, a member of the Dynalectron management team,
felt that these problems were caused by a combination of the use of
non-Indian personnel management policies, and the Indians' desire to
remain in the cultural atmosphere of the Indian. The two were not
compatible, and changes had to be made by both parties.

Even with these problems, the company met the deadline on its
first Contract and in February 1969 was awarded another $750,000 contract
for the repair of 37,000 rifles for the U.S. Army.
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Dupfng normal operations, the plant, turning out 300 refurbished

rifles per day, has a $40,000 monthly payroll and contributes about
$700,000 a year to the local economy.

Dynalectron expressed a desire to get out of the plant-management
phase ofthe operations early in 1970 and had started training Indians as

' assistant managers in March 1969. Five of the young men who had been
sent to the Aerospace Operations Division of Dynalectron in Fort Worth,
Texas, for training were utilized as assistant departmental managers in an
on-the-job training program. The Indian trainees were expected to become
departmental managers when they were determined to be capable of effectively
directing the activities of their respective departments in such a manner
that the tribal industry would continue to be profitable.

During 1971, Dynalectron and tribal Officials encountered

continuing difficulties. During 1969 and 1970, the P.= had accumulated
slightly over $100,000 in reserves. These were now depleted, and there

--was-a.fgeling among members of the tribal council and corporate officials

that the i4.-ge7-s-h-bilid-assume_cpntrol of-the firm.

The Board of Directors of FPTI felt that DynaleciiiiiiThad-not----__

diversified as originally stipulated in the organization plan. This was

believed to have been a major reason for the depletion of the reserves.
The feeling was that the Indians could assume control, using the
Dynalectron-trained Indians as managers, with Carl Samples being hired

as General Manager.3'

The take-over by the Indiane was accomplished on an amiable
basis, with no animosity shown by either the tribe or Dynalectron.- The
tribe did not claim to have suffered any losses, and there had been good

employment at the plant.

This employment had not been wiEhout cost to the Government.
During three years of operation, the firm had received $71,100 in OJT
monies fromlhe Bureau and trained 265 Indians, three times the number of

Indians employed during normal operations. In addition, 0E0 granted the

company $107,789 f..fr the training of the initial 70 employees.

A'Ifin December 31; 1971, 80 of the 81qull-time employees. were
,

Indian. The weekly payroll exceeded $6,080 at this employee level. and

often exceeded $7,000, depending on contract demands.

Source: CoMpiled from data contained in case file, "Fort
Peck Tribal. IndustrieS," Central Files, Division
of Economic Development, Bureau of Indian Affairs,
Washington, D.C. (as of December 31, 1971), other
footnoted sources and Industrial Development
Questionnaire used by the author.

3Billings, Montana, :Gazette, January 12, /972, p. 1.
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APPENDIX B-11

GRATA CONSTRUCTION ENTERPRISE

Chata Construction Enterprise started business in November of
1970 with assistance from the Bureau's newly established Indian BusineSs
Development Fund (IBDF). The company was formed by a group of Indians
who, with assistance from the Choctaw Agency in ;Missisiippi, were
awarded a $50,000 contract by the Bureau to repair 15 homes on the0
reservation.

The repairs to be performed were to include the addition of
rooms, bathrooms and facilities, the installation of foundations,
installation of walls and painting, and electrical wiring. This activity
employed four Indian and four non-Indian men. The availability of HUD

-contracts led to the need for a building and other construction facilities
necessary to perform homebuilding activities on the reservation and inthe nearby areas.

The group negotiated with the Bank of Philadelphia, Mississippi,for loans to construct a building in the newly developed Chata IndustrialLark. The park had been developed by the Choctaw Tribe with the assistanceoT an EDA grant of $320,000, of which $256,000 was cash and $64,000 was
-in-the-form-of_noncash benefits.

The Bank of Philadelphia had originally loaned the Enterprise
$30,000 of working capital to pursue the initial contract and now
provided an additional loan of $336,482 at' six percent interest. Thisloan, coupled with a $50,000 "seed money" development fund grant from
IBDF, made it possible for the Enterprise to construct a $384,000 building,
which is currently being used for the manufacturing and assembly work ofthe firm.

In January of 1971, the Enterprise negotiated for a HUD contract
to construct 200 Turn Key III homes on the reservation.. These homes
consisted of '90 three-bedroom homes and 110 four-bedroom at a contract
price of $2,665,000. The company also negoliated with the U.S.Public,
Health Service, Indian Division, to construct a health clinic in the.
Red Water Community for a contract pricef $100,000, with construction
to start immediately after the repair contract was completed.

As a minority group, the Enterprise has contracted or negotiated.
to/construct all HUD and Farmers Home Administration financed homes within
a 50-mile radius of Philadelphia, Mississippi. The firm used Kingsberry
Home pre-cut materials as much as possible on the'200 reservation housingunits and subcontracted some of the work.

The Enterprise's long-range plans called for the prefabrication
of some of its own homes. The company has now gotten well underway,
currently employing a total of 32 -people, 17 of whom are Indians. Thisfirm is expected to continue to grow as additional construction contracts
become available.
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The Bureau's investment of $50,000 has been a great stimulator

to the Choctaw Tribe. During the first year of operation, the tribe has

received a total of $75A14 in income and estimates an income of $130,000
during the second year of operations.

The Indian payroll has grown to $1,360 pei week, with expec-

tations of going higher. With the income earned by the tribe during the
first two years of operation running from 19 to 33 percent, this appears

to be an excellent tribal investment.
a

In addition, a grocery store has opened up as a result of the
company's operation, thus opening up other employment opportunities.

Source: Extracted from case file, "Chata Construction Co.,
Philadelphia, Miss.," Central Files, Division of
Economic DevelopMent, and Indian Business Development
Fund records, Bureau of Indian Affairs, Washington, D.C.
(as of December 31, 1971); also, Industrial Development
Questionnaire used by the author..
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APPENDIX B-12

BIG HORN- CARPET- MILLS, INC.
1

This company was first introduced to an Wdstrial development
specialist in the Bureau of Indian Affairs' Billings Office by
Mr. Mark Rankin of the Phillips Petroleum Company on September 14, 1966.
The specialist met with Mr. Mickey House, President of Big Horn Carpet
Mills, Inc., a California incorporated firm, on September 16, 1966, in
the Billings, Montana, Area Office.

The initial meeting and subsequent telephone conversations
led to a general agreement on the terms that would put the rug-making
facility in the new Crow Industrial Park, which the Crow Tribe had
established,near Hardin,. Montana, witn the aid of a $241,000 EDA loan
granted in June 1966. The basic agreements reached included the long-
term lease of building facilities by Big Horn Mills and the training
and employment of Indians in the, rug operation.

The Crow Industrial Development Commission, made up of tribal,
members, agreed to supportan application to the Economic DevelOpment
Administration for the funds necessary to establish the project. They
requested EDA to loan the tribe $715,000 and the Big Horn County State
Bank to loan $220,000, with- the tribe using $165,000 of their own funds
and the company to provide $200,000 of operating capital.

The EDA application, which was submitted In January 1967,
indicated the funds would be used as follows:

0
Buildings $ 485,000 ;
Machinery and Equipment 531,775

83,225.
Total Loan 1

Company Operating Capital 200,000
Total Capitalization $1,300,000

The Bureau aided in the development of lease arrangements
between Big Horn Mills and the-Crow Tribe. The lease was drawn as a
25 -year renewable lease, requiring payments which would amortize the loan
for the building over the loan period. In addition to the lease payments,
the tribe was to receive a percentage of gross sales varying from 1/2 ,

percent on annual sales of $200,000 to 1:4/2 percent of $500,000 and.over.
The company also had an option of early retirement of the loan, whereupon .

the tribe would continue the lease on the basis cf $12,000 per year rental.

The lease was signed in August of 1967, and construction on the
building was started on August'20, 1967, with ground-breaking ceremonies,
although bidb, for the actual structure had not been offered. The contract

1.
All personal namesq,n this oase.are.fictitious.
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for construction was let to Kober Construction Company of Billings,
Montana, on October 6, 1967, with an estimated cost for construction
being $499,226--some $14,226 in excess of the amount originally allocated

for building costs. Construction of the building was scheduled for 150

calendar days, and the plant was completed in late February 1968.

The firm encountered difficulties prior to even becoming

operational when the Bureau learned that the Small Business Administration
had disclosed to the EDA office in Denver some adverse information of
the financial responsibility of Mr. House.

The information revealed that House had been a major partner

in Lancer Carpet Company, which had gone bankrupt. House admitted
he had been having trouble settling accounts for Lancer since his brother-
in-law (the other partner in the firm) could not contribute to the accounts
House maintained that he had reduced the Lancer obligations to approximately
$42,000 and had offered to settle the account for $10,000, which he could
get by xefinancing his home.

The Bureau industrial development specialist in the Billings
)ffice held a meeting with House and an SBA official in Billings, where
.t was learned that Mr. House's situation had been known by his present
stockholders and they had given him a vote of confidence by continuing
:heir interest in the Big Horn Carpet Company. The meeting-ended with

louse being requested to provide:

1. A statement as to the history of the
Lancer Carpet Company and the events
which led up to its ;failure, acid how .

he intended to solve the problem.

2. A detailed list of accounts which he
intended to keep for Big'Horn so the
Bureau could be assured there would
be'an adequate, bookkeeping system in

the firm.

(--

3. A statement of no funds from

Lancer Carpet Company hadn-directed
for any use other than paying off
obligation of that company.

4. A copy of the minutes,of the Board of
Directors of the Big Horn Carpet
Company in which his situation was
revealed to them.

During the course of the investigation, it was also revealed
that the financing requirements of EDA might have been violated by the

officers of Big Horn Carpet Company. House had placed his 7-1/2 percent
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of Zig Horn stock in the name of his father-in-law, Carl Cinch, and.the
majority of the financing required by EDA had been put uo by Jack Cinch,
a trustee of Big Horn and also a cousin to House's brother-in-law,
Bob Cinch. The investigation letter stated in part:

. . . You will recall that'the authorization
required by paragraph 8(b) "that prior to operations
the operating company has sufficient funds available
to it as may be necessary, in the'opinion of the
Area Director, to assure adequate working capital
for the project, but less than $200,000;.provided
that $150,000 of such funds be supplied by principals
of the operating company as equity capital and that
$50,000 of said funds shall be provided as a continuing
line of credit on terms satisfactory to the Area
Director."

Big Horn Carpet Mills, Inc.'"'had submitted as
evidence of meeting this requirement a statement
of .FidUity Federal Savings and Loan AssoCIation,
225 East Broadway, Glendale, California, that its
records showed a savings account in the name of
Mr. Jack Cinch, trustee fOr Big Horn Carpet Mills,
Inc., in the amount of $65,245.10; a statement of
Peoples Federal Savings & Loan, 150 South Market;
Inglewood, California, showing an account in the
name of Jack Cinch, trustee of the same company,
in the amount of .$76,178.34, and a letter from
Mi. Jack Cinch stating that an additional 0,000
had been deposited which would make a total of
$146,423.44; and a letter from Manufacturers Bank,,
135 East Ninth Street, Los Angeles, California,
dated July 13, 1967, stating "This - letter will

confirm our willingness topextend to you a $50,000.00
line of credit for one year from this date. This
commitment is contingent upon the personal
guaranties.of the investors and their wives,as
listed in your letterof June 14, 1967."

The revelation of this information was a damaging blow to the
newly organized firm. However, it was determined that no further action
should be taken untilAuchtime as House had submitted the requested
documentation. It was felt that even though House rhaepromised he would
step aside at any time, such an action might mike the situation even
woiee-than,it was. The tribe was already committed to the $1,100,000
expenditure by virtue of the contracts that had been let for the building-
and the machinery, and needed move'forward with the facility.

The start-up operations were continual, and several Indians
were being trained in various operations. The firm was granted an OJT
contract of which they used $4,000 to train eight Indian people. These-



people were to form an operational nucleus for the company and assist
in the installation of equipment.

.

The period from February, when the building was completed,
until June-was filled with controversy and problems. MaThinery was not
installed-on time, r properly; sidewalks were not in; there'was a lack of
apprbpriate.parking spb.ce; and the plant area was generally unsightly.
There was also some indication thap somtribal officials were trying
to exert influence on the hiring,and,fing policies of the company.

Further unfavorable information On the grevious business
activities of House led to his resignation as preident of Big Horn Mills
on May 311968. He was replaced as president b9'Aaron Gottfrei,
although he continued to serve on thd".Board of Trustees until July 15,
1968. The resignation of House did not'alleviate the start -up problems,
and Gottfrei was almost immediately faced with problems not directly
related to the. operations.

The Big Horn Cafpet officials had extended expenditures some
$13,000 beyond the approved,EQA loan. The firm had, unUr the terms
of the lease, been responsible for .the construction and equipping of the
building within the liMitations of the EDA loan. -The tribe was in no
way responsible other than to handle the money and see that the bills
were paid as were authorized by the company. There was greAt cgntro-
versy abong the architect, the engineers, and the company as to who was
responsible for Some of the changes that had to be made.

Mr. Gottfrei' settled some of these problems by agreeing to
notify the tribe when the last piece of equipment was finally placed
by the Sanger Machine Corporation. The company would then assume the
responsibility for paying the rental on the plant. It was also determined
that some of the overage in cost might be reduced if the company, the
architect, and Sanger Machine could determine the exact overages and a
method for resolving some of the problems which had created the cost
overages. The Bureau suggested that rather than asking for a supplemental
loan from EDA,'the tribe might advance the amount needed and add it to
theii note to the Big Horn Carpet Mills, Inc.

The mill was operational for the Crow Tribe Centennial
celebration, and management held, an open house on June 21, 1968, to show
the local population and interested visitors. the making of a complete
carpet. Although not all equipment was operational, there was enough
to show the public the steps'in the manufacturing process of the carpet
industry.

C//"..,According to Mr. Elmer Treadway of-:Sanger Machine ompany,
who had,suggested that Big Horn send a man to Sanger for proper training,
the start-up operations had been slower than normal because of the use
of inexperienced personnel. Nearly six months had elapsed since the
machinery had first started arriving at the plant. Although operations
were under way, Oere were still some problems being encountered in the
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funct'Yohing of machinery. These problems were being solved, and
,,

Sanger, achine was sharing costs with Big Hurn in making the necessary.
corrections. , . . ,...., --,:

The June 21 op'n house could 1e looked upon as iheofficial
opening of the plant, and within a few weeks the plant was operating on
the basis of two 12-hour shifts, utilizing 62 Indians, 60'of whom were
members of the Crow Tribe, and 10 non - Indians. eMr. Gottfrei felt. :+1

the firm should now be able to move forWard ana.become a profitable
operation within a short period.

.

1

The film did not live up to me. Gottfrei's expectations, and
in September 1968'rumoTs of bankruptcy, internal. strife, and poor
employment coed 'ons reached the Bureau. An immediate inquiry wag made

s

2

as to the status o e firm. Mr. Gottfrei denied the,rumors but did
disclose several problems that, seemed to be, hampering the orderly
operations of the firms: He enumerated the problems as: (1) A retrench-,

ment of operations because of an upper management mess that was worse 2

than he had anticipated, and he was now in the process of cleaning up k

the mess;.(2) the scarcity of willing .Indian employees, saying, "We are
:now employing 50 people and anticipate employing 75 to 85 employees:on
a tto -shift basis depending on how well we can motivate these people.
14e had to sift through some 200 people to get the 50 we how have," and ,

(3) the enteringinto the Market of a rapidly expanding carpet industry.
4

it. CA,

Mr. Gottfrei indicated the problems were not insurmountable,
ti

and he had high hopes that the firm would be able to-overcome all their
problems, predicting that the firm would eventual]-? hire 125-140 Indians,
who would be trained with the aid of;Bureau funds under-the OJT program.
He pointed out that many of the Indians had encountered problems in
adjusting to workin& in awindowless plant/ performing repetitious tasks.
The wage scale started to $1.60 per.hour; however, very few of,the
employees remained at that scale after their training period. The average
salary was $2.00 per hour. Mr. Gottfrei's approach to employee relations
was depicted in his comment, ". . . pride in the plant and interest in
the industry is as, important as.a,good pay scale. GIe do not have the

point of view that you have to squeeze people. We believe in fair and
decent treatment. We do not intend to motivate, people -only through
dollars."

The prediction ofMr. Gottfrei again proved to be a somewhat
optimistic point of view. The company failed to meet its payment obliga-
tion of $65,000 in November 1968. The tribe paid the interest to EDA;
however, they could not make the full payment to them. The Bureau
encouraged the tribe to follow the advice of EDA and foreclose on
Mr. Gottfrei.. The tribe, with assistanee from the Bureau, could then seek,
a new tenant for the building., The 'bureau had already received inquiries
from Sequoyah Mills about a takeover Of the mill operation.,

On November 21 thctribe and Bure'au officials met with Mr. Lund,
vice president, and Mr. Earl, Comptroller, of Hemphill Company, a part
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of Iroquois Carpet Company, to consiJer a proposal for the takeover of
the mill by Hempmill as soon as satisfactory lease arrangements could be
made. Mr. Cottfrei was willing to give uR control and let Hempmill
engineers come in tc make the necessary adjustments needed to redesign
the operation and prepare for expansion when the takeover was completed.

The takeover by Ik was not in reality a complete takeover
of the operation. Hempmill entered into a management agreement with the
stockholders of Big Horn rather than an outright acquisition. Under the
agreement, Hempmill was to assume full control of the company, paying
off existing accounts payable, and having the option of acquiring the
firm at any time within three years of the takeover'date.

_The takeover agreement included provisions for HempMill to
spend considerable money in the revamping of mill equipment to fit their
,needs and to furnish the necessary working capital. The lease would be
modified to allow the takeover of a building formerly used by U.S.
Automatics for expansiOnpurposes, and the payment of a percentage of
sales would be eliminated. Hempmill would pay .$12,00,0 per month rental
fee for all facilities and would also bring up.,to date all arrears owed
by Big Horn, apprbximately $50,000 as of January 1, 1969. The Bureau's
Branch of Real Estate Appraisal estimated the fair market value to be
$17,000 and so stated to tribal officials. The tribe, agreed to the
lesser amount because the firm insisted it could not afford to Tay more.

The Bureau officials were somewhat skeptical of the takeovei
provisions, although it was now apparent that the tribe had to take some
action in order to protect their investment. The Hempmill firm was.a
subsidiary of a major manufacturer and appeared to be serious in their

iapproach to the takeover. Mr. Lund had indicated in an earlyDecember
meeting that the firm could only consider the takeover if provisions for
expansion were made and the tribe could finance the expansion through.
other Federal agencies or,perhaps:accept loans from Hemimill.

The actual takeover of operations WHempmill occ,Irred early
in April 1969, when the fire sent four,officials from.their home offices
in Pennsylvania to assume operational control of the firm. 'The plant
modifications were started at.thattithe, arid new training programs
were instituted.

The firm moved into a threeshift operation in earlyMarch of
1969, although the proposed expansion of facilities did no occur. The
firmiltilized the services of 45 Indians at this time, and they.were
receiving OJT funds from the Bureau `to help defray the 'expenses of
training the Indian employees. The move by the firm:into the production
of shag carpeting, which was popular on the WeSt Coast, had made additional
training necessary: The firm had reduced Eheamolunt-of equipment being
used by Big Horn but was now producing more yardage and had reduced their
rejection rate appreciably.
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The expected expansion of the firm started in May of 1969;
when the U.S. Automatics building was purchased by Big Horn Mills.
(In4the takeover, it was elected to retain the name because of location
and historical significance'of the name.) The building was to be used
as a warehouse facility.

The film started'having difficulties in the fall of 1969 when
the amou f second-quality carpeting being produced reached a point
of about percent of production. The quality control measures intro-
duced progressibly reduced this down to about five percent. The accept-
able rate in the industry was said to be about three percent, and the
plant officials became very sanguine about the future of the firm but
avoided any discussion of plant expansion.

The Bureau was asked for assistance in Locating markets for
second-quality carpet. Offers were made to sell such carpeting to other
Indian tribes at slightly above .costs. The Chief of the Bureau's Industrial
Development and Tourism Division attempted to aid the firm in selling the
carpeting by-encouraging other Indian tribes who were building motels,
recreation facilities, and community buildings to purchase it.

The company indicated it had 20,000 yards of "pretty good"
carpet and 6,000 yards that would have to be "laid with care." Prices
varied from $2.43 to $2.77 per yard.

Wallace Laskey, who had assumed the presidency of Big Horn
Mills, was very doubtful about the continuation of operations unless
losses could be reduced. He made several observations soon after assuming
control: (1) The plant could produce some 20,000 yards of carpet per
week; (3) however, the rate of absenteeism among the Indian employees
was very high, and (3) }management was having problems convincing' Indians
that working is a good way of life.

By April of 1970, the firm was experiencing some real difficulties/
Mr. Laskey blamed the tight mortgage money sf-uation for the curtailment
of housing starts, which in turn caused a_dirop, in tot 1 carpet sales.

This situationmas causing a general reduction in thE. number of orders
being placed for carpeting produced at the plant. Quality control
procedures were still a problem, and the firm had not been able to return
the electronic nner to Sanger nor sell it to some other mill. Big Horn
would have l?ked to nstall a new scanner of their own choice, but lack
of capital ecluded taking any action.' The factory was now jammed with
finished go ds and t e warehouse, with raw materials, and'no orders were
in sight.

When the company made its first bank payment of $24,444.44.
the bank billed the company for an additional $81.51 per month. The
originalIcase.agreement placedthe interest rate at 8-1/2 percent per
annum or one percent above the Chicago prime rate on January 1 of each
year\whichever rate was higher. Since the Chicago prime rate.was
8r1/2 percent, the bank insisted on a,9-1/2 percent rate of interest.
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The Bureau was asked for assistance in getting bank officials to reduce
the rate or defer payments until such time as this young company could
reach a more stable financial condition.

The financial problems continued to plague the company, and
in Jut 1970' the firm again requested assistance from the Bureau.
Mr. Laskey asked that all principal and interest payments be deferred
until such time as the firm could get orders large enough to reach a.-
breakeven point. The plant only had orders for 30,000 yards, Hempmill

shad pulled orders from their. Southern plants to avoid a layoff or closure;
however, this action did not help the profit situation.

Mr. Laskey pointed out that Hempmill had $1,000,000 now invested
in the Plant and had lost $330,000 during the first year of operation.
During the current year, they had suffered an additional $30,000 loss.
He said that major problems had been encountered in the training of a
labor force and getting the bugs out of equipment. These problems had
now been overcome, and the rate of production of seconds had been
reduced to one_percent, far below industryaccepted standards.

The Bureau assisted in the development of a new schedule of
payments for the firm in return for assurances that the firm would
continue 'operations, using Indian emplOyees to the greatest extent
possible. The actual financial arrangements are not a matter of public
record; however, the Bureau was very much concerned about the economic
consequences of a closure. The plant had an Indian payroll that exceeded
$5,000 per week with a potential for increase when market conditions
-improved.

the Bureau had by now invested $112,700 in OJT fundS to train
Indians in the manufacturing of carpeting, and any effort that could be
taken to preserve the business was deemed worthy. The ope:ations continued
and in 1971 the Bureau pumped in an additional $20,076 of OJT funds. The
Indian employment on Decetber.31, 1971, was reported as 72 with a payroll
of 56,400 per week.

The company has always made it a practice to use Indians for
all employment posSible. The last report shows only eight nonIndians
being employed by the firm, With most of these being highly skilled tech
nicians, most of whom are training Indian replacements, or top management
officials such as Mr. Laskey. All office personnel, such as, accounting,
secretarial, and clerical personnel,'are

Source: Extracted from file "Big Horn Carpet Mills, Inc., -

Crow, Montana." 'Central Files, Division of Economic
DevelOpmet, Bureau of Indian Affairs, Washington, D.C.
and the BIA Billingi Area Office, Billings, Montana,
(as of December 31, 1971).

.
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APPENDIX B-13

GENERAL.DYNAMICS CORPORATION

Early .in 1967, negotiations between the Navajo Tribal leaders

and the. General Dynamics Corporation, a major manufacturer of electronic
equipment, were siarted-with the assistance of 'Bureau industrial develop-
ment specialists from the Washington and Navajo area offices. The firm

had need for additional manufacturing facilities, whilethe tribe had
unemployed people who could beotrained in the manaufacturing of electronic.

parts.

The operation of General Dynamics actually started in the
summer of 1967 when six General Dynamics Supervisors and 30 local Navajo

trainees activated the enterprise in a former food distribution center
which had been known locally as -the "old Commissary." The training in

the Fort Defiance, Arizona, project proceeded under the guidance of

General Dynatics personnel. During this training period, the tribal
officials were preparing-a permanent site for the enterprise.

On November 14, 1967, Raymond Nakai, then tribal chairman of
the Navajo Tribe, dedicated a new 26,000 square foot, air-conditioned
plant,located on a five-acre plot of land in the Fort Defiance industrial

park. The building, costing $800,000, was built by the Navajo Tribal
Design and Construction Department and was the first major industrial
establishment in the Fort Defiance area. The building, constructed with

tribal funds, was leased by General Dynamics on a long-term basis from

the tribe.

The Bureau provided an initial $260,000 OJT funding for the
training of Indians for employment\1n the newly constructed facility.
Prospective employees were given an initial six-week training program,
where they were taught soldering,welding, and electronics training. The

training was conducted under the auspices of the Arizona Employment
Security Commission through the provisions of the Federal Manpowei
Development and Training Act, and the Concentrated Employment Program.

(CEP).

When the trainees completed training meeting General Dynamics
requirements, they were given certifications and, placed with-General

Dynamics as on-the-job trainees. The trainee received coaching and

instruction in advanced production procedures. Supervisors in the Navajo

facility had given instructions while the trainees were actually working

on production units making the Indians productive employees even while

in training.

The initial 30 Indian employees grew to 224 in December of 1969

(92 percent of the total labor force). Fifteen of these individuals

were now working in a supervisory capacity. The employment of Indians

has been steady, but the slOwdown in the electronics industry has been
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felt at Fort Defiance as well as elsewhere in the Nation. The employment
dropped to 137 in December of 1970, and as of December 31, 1971, only 99
were employe4 at the plant. However, this was 90 percent of the total
labor force.

Because of a heavy turnover in Indian labor during the early
phases of operations, the Bureau has steadily poured OJT funds into the
firm. In the 3-1/2 years of operation, General Dynamics has_received_a
total of $505,116 in OJT money, approximately $1,000 per man-year of
Indian employment. The high of $184,314 in 1970 was 'reduced by over
50 percent in 1971, dropping to $86,058, or $869 per employee'.

Source: Data presented haVe been extracted frOm case file,
"General Dynamics Corporition, Fort Defiance, Arizona,"
Central Files, Divison of Econotic Developments, Bureau'

of Indian Affaird, Washington, D.C., and the Navajo
Area Office, Shiproc, N.M. Data on OJT funds were
extracted from the "Annual Statistical Summary,"
Division of Employment Assistance, BIA, Washington, D.0
(as of December 31, 1971).
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APPENDIX B-14

BARRON CONTAINER CORPORATION

Early in 1968, negotiations for the leasing of facilities in
the newly developed industrial park (established by the Pima Indian
Tribe with an EDA grant of $768,000) near Chandler, Arizona, were entered,
into by Barron Container Corporation with officials of the Pima Indian
Tribe's Lone Butte Indian Development Corporation._____

Barron Container, a subsidiary of Barron Industries, is a major
manufacturer of styrofoam cups, and their primary purpose in establishing
a plant in the new industrial park was 'to have manufacturing facilities
near the markets in the Sou,-.hwest. Being .located-only 25 miles from

Phoenix made the site very attractive.

The company arranged for all the financing of the building

facilities by having their lease guaranteed by the.SBA. The building

was actually financed through an insurance company and cost a total of

$600,000 with the actual ownership being assumed by a well-known
Scottsdale, Arizona, businessman. The firm applied for and received from
the Small Business Administration loan guarantees of $350,000 for light
equipment and $350,000 for heavy equipment, which was to be used in the

manufacturing process. The loans were made by the United Bank of Phoenix,

Arizona, with an SBA.90-percent. guarantee.

The leasinz operations were not completed until June of 1969

with the building construction being started immediately. The firm

became operational in the fall of 1969, immediately employing 27 Indiana,
15 of whom were trainees, although no OJT funds were provided by the

Bureau.,

The firm has expanded the number of Indian employees each year.
As of December 31, 1971, the firm was employing 51 Indians (27 percent
of the total labor force), most of whom, resided on the Pima-Reservation),
with each averaging $72.00 per week in earnings.

In addition to the personal earnings, the tribe is receiving

an annual income from leasing Tees. The total income thus received is

not available for public release at this time..

Source: Extracted from case file "Barron Container Corp..,

Pima- Chandler, Arizona." Central Files, Division

of Economic Development, Bureau-of Indian Affairs,
Washington, D.C. and the Bureau Area Office,

PhOeniic, Arizona.'



APPENDIX B-15

WARM SPRINGS ASSEMBLY PLANT

This plant, a different form -A reservation ,type development,
came about as a coordinated effort?of the the tribal leaders, the
Bureau's development specialists, and a very people-oriented firm,
Tektronix, Inc., a manufacturer of oscilloscopes located in Beaverton,
Oregon.

The initial contact with Tektronix was made by.members of the
tribes Land Use and Industi2ial Development Committee in anattempt to
provide year-around employmentof women who were for the most part
limited to seasonal employment,..41ch as, potato harvesting and packing.
The firm was interested in the development of an assembly operation and
agreed to pursue the idea if the tribe could provide the facilities for
the operation.

The tribe's committee passed a resolution setting. up the enter-
prise and allocated $10,000 of tribal funds to be.used to remodel a
building which had formerly been used as a tribal rehabilitation center.
The physical plant was fitted-with the iecessary equipment, proper heating,
air conditioning, and lighting., The firm became operational early in 1969,,
although Indians had been in trainine prior to the officiii opening of
the .plant.

Since oscilloscopes are highly sophisticated instruments that
plot a graph of electrical events and Tektronix, Inc., is one of the
leading manufacturers of these complex dev4.-!es, the firm emphasizes quality
control. Therefore, training was a most important factor in establishing
the Warm Springs plane:

The firm provided free trainingto selected Indian manager
nominees and trainers who were used to train other workers at Warm Springs,
Ten original trainees, Mr. Everett Miller, plant manager, and two female
Workers were trained at the Beaverton facility for six weeks, learning
the various phases of component assembly.

The Indian women employed at the plant have shown exceptional
dexterity and adeptness in the assembly of components. The employment
has grown froth the initial seven workers to fifteen. Tektronix firm
officials have reported the quality of the work. is excellent, with
'deliveries being made,on'or before schedule.-.

Tribal leaders are not looking to Tektronix as their sole
source of continuing contracts. They are hoping that once the organiza-
tion shows it has a skilled work force that is dependable, well-trained,
well-managed, and has the potential to expand, the firm will be able to
attract contracts with other companies.
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The firm came into being without the. expenditure of Government
funds and has provided employment for as many as 15 people--all Indian
--for over two years. The plant has been managed by an Indian manager
since its inception, and salaries have been based on a $4.50 per standard
labor hour, introduced by Tektronix in the original contract, whidh
guaranteed the tribe 400 hours of work per week at $4.50 per standard
hour of production or $93,600 ol income peryear for Indians at no cost
to the Government.

_I
Source: Extracted from case file "Warm Springs Assembly

Plant, Beaverton, Oregon." Central Files, Division
of Economic Development, Bureau of Indian Affairs,
Washington, D. C. and BIA Area Office, Phoenix,
Arizona.
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APPENDIX B-16
I

PENN -MOR MANUFICTURING CORPORATION

This company is',a,lons-established firm engaged in thelEanu=
facture Of various'arti'cles oflwearing apparel in its Tempe, Arizona,
plant.

In 1969 the gureau's industrial deVelopment specialist in
Phoenix learned that Penn -Mor was purchasing a building owned by the
Cottowood Development COrporation, Cottonwood, Arizona.

The major contribution of the Bureau's Industrial Development
Division in the establishment of this as an induced industry appears to
have been in acting as a LLaison between the company's employment personnel,
the Employment Assistance Officer at the Camp Verde Reservation, and the
Camp Verde Development Corporation.

No fec can be found to indicate that the Bureau and the
firm had any contact with the company before it established the plant
operation at Camp Verde. However, the company has employed a goodly
number of Indiaac, and on December 31, 1971 was employing 15 Indians;
about 17 percent of the total labor force:

Source: Extracted from case file "Penn-More Manufacturing
Company, cottonwood, Arizona." Central Files-,

Diviaioin of E-,onomicDevelopment, Bureau of
Indian'Affairs, Washington, D. C. and Employment-
Assistance Records, Camp Verde, Arizona.
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APPENDIX B -17

TURTLE MOUNTAIN INDUSTRIES

, Turtle Mountain Industries, a tribally owned and operated
enterprise, began operations.on the Turtle - Mountain Reservation,

North Dakota, on March 21, 1968. The company occupied a plant that
had been operated by Chippewayan Industries before that firm went out
of business.

Turtle Mountain Industries was established with the assistance
of the Bureau of Indian Affairs' ICDP. The primary function of the firm

was to supply, on 'the basis of contracts with other companies located
throughout the country, Indian laborers who would perform sewing, beading',
and other finish work on materials provided by the, contracting firm.

The materials to be provided wouleinclude such items as jackets,
skirts, and moccasins. These items would be shipped to the reservation,
where the Indian would perform the finishing work and return the finished
product to the contra,cting company.

During the initial planning, there seems to have been no
consideration given to the problems that such an activity could encounter.
The problems of transportation costs and scheduling were apparently dis-
regarded by both the tribe and the Bureau personnel involved in establish-

.
ing the firm.

Although the problem of transportation appears to.:aave been a
major deterrent to the success of this firm, no consideration seems to have
been given to such things as market surveys, feasibility studies, long-term
contracts, or capital requirements of the_cOmpany.

Turtle Mountain Industries operated from March 31, 1968, until
about July 15, 1968, never employing more than 12 Indians and one non-

Indian. The firm suffered innumerable problems from the moment of opening
until closing, one of the first being-the occupation of the building used
by Chippewayan Industries, which had closed leaving many bad debts in the

area. Turtle Mountain Industries was deluged with requests for payment
of debts incurred by Chippewayan, even having difficulty getting telephone,.
service because Chippewayan had not paid its bill. Other similar problems

were encountered by Turtle Mountain Industries.

The firm did not have
shipping goods, nor did it have
firm to operate at a breakzeven

an established program for receiving and
enough contract commitments to allow the

level.

The operation was undercapitalized, .having only a $10,000

loan from the Bureau of Indian Affairs revolving fund and $1,000 in
working capital provided by a tribal loan.
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In closing the doors, the reasons for ceasing operation were
listed as:

1. Too small a volume to meet costs.
2. Lack of working capital.

63. Operating as laborcontract supply
rather than'a manufacturing process,

restrictdeopportunities in markets.

The third,reason would appear to have been one that could have
been overcome. A full exploration Of the production capacity available
at Turtle Mountain and a market demand analysis might have disclosed a
possibility for the firm to operate as a prime producer rather than a
.labor contractor-

Bureau development specialists seem to have attempted to provide
a labor opportunity without fully exploring the feaSibility of establishing -
the firm as a producer of merchandise with an established or estimated
market demand.

Source: Extracted from case file "Turtle Mountain Industries,
Turtle Mountain, NOrth Dakota." Central File,
Division of Economic Development, Bureau of Indian
Affairs, Washington, D.C. (as of December 31, 1971).

I
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APPENDIX B-18

FORT BELKNAP BUILDERS1

This firm was born in adversity, operated in chaos, and
-struggled for survival against almost insurmountable difficulties. The
full disclosure of this firm's short life is long, complex ", and filled
with a myriad of problems. However, many of the pr ,lems in this

'disclosure are or have been problems that have been faced by other firms
establishing on or, near Indian reservations.

Fort Belknap Builders, Inc. (FBBI), a State - chartered,, tribally
owned corporation was formed to manufacture and construct prefabricated
houses at the Fort Belknap Reservation. The Board of Directors of FBBI
was made up of eight members of the Indian Community Council and was
-established with this make-up more as a measure of expediency to get the
business into operation rather than on the-basis of any business exper-
tise of the members.

In the initial phases of the business establishment, an agree-
ment had been made with Bunko Consultants, Iuc,, a Montana State-chartered
consultant firm, to provide the management expertise needed to manufacture,

.

merchandise, and erect homes. In the fall of 1969, Mr. Greg Vender, a
former tribal attorney and then employed oy the tribe al an 0E0-funded
development consultant; brought Mr. Jack Denson, whom he had met at an
economic development meeting, to the Fort-Belknap Community Council. to
discussathe problems of economic development on the Fort Belknap
Reservation.

The council indicated a strong interest in the development of
enterprises and industry on the reservation and agreed to have Mr. Denson
bring to the reservation any industrialists who might have an interest
in locating on the reservation. At a subsequent council meeting,
Mr. Vender brought Mr-. Denson and Mr. Sam Short of Fine Homes, Inc., to
discuss the possibility of establishing some type of home-building plant
at Fort Belknap. Mr. Short discussed the opportunities of getting a
franchise from Fine Homes, Inc., and using the franchise as a means of
starting a home-building industry on, the reservation. The council and
Mr. Short agreed that Mr. Short should invite Mr. Max Warbler, vice
president of Fine Homes, Inc., to the reservation to discuss the,
franchise possibilities.

,opeCai°

1
4U firm names and names of individuals other than Port Belknap

Ltilders are ficticious in order to protect against.injury t,..) any innocent

,ndividual of firm.
. 6. '
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in late September of 1969, the council instructed Mr. Sender
to prepare the forms nedessary,to form a corporation under the Forts
Belknap Indian Community constitution and bylaws and such other documents
that might be needed to form FBBI. The council brought the corporation
into being on October 6, '1969, with the passing of Resolution 120-69.
The corporation was for the purpose of building homes.

During November and December, the council held several meetings
with executives of Fine Homes, Inc., and other interested parties to work
out .agreements and procedures for establishing the industry. At one of
the meetings, Mr. Sam Short was accompanied by a Mr. Dan O'Dell, who
informed the council that he had,a contract with HUD for 200 hcmes in
Florida, 121 homes in Ohio, and-several other In Wisconsin. He indicated
that he would be willing to contract with FBBI to manufacture these homes
if they were organized An the near future. These contracts never

_materialized in spite of the fact that the Builders were organized'
-within a very short time after this meeting.

In January of 1970, Mr. Max Warbler and ffr, Sam Short of Fine
Homes, Inc., met with the community council and negotiated an agreement
for the Fine Homes franchise for the State of Montana. The group met
with Billings Area-Office officials of the Bureau on January 3, 1970, to
discuss the various proposals. A general agreement and a management
agreement between Fort Belknap Builders and Bunko Consultants, Inc.,
were discussed. (This was the first time Bureau officials had been
consulted on the proposals or given ati opportunity to review the agree-
ments and accompanying documents.)

The month of January was filled with a series of meetings
between the various parties involved in establishing the business. On
.January 15, the documents were given to the rort Belknap Agency for their
review and recommendations; on January 17, they were transmitted to the
Billings Area Office with suggested changes that would provide additional
protection to the Fort Belknap-Indian Community.

On January 29, a meeting was held with Messrs. Greg Vender,
Sam Short, and Cleve Aspen of Bunko Consultants, In64 two members of
the Fort Belknap Indian Community; and various members of the Bureau's
Agency and Area Office staff to discuss the needed changes in the proposed
corporation charter for rBBI and the management agreement. Two changes
of importance that were recommended by the Bureau officials were
the charter be changed to a State charter and management costs could
not'exceed 18 percent of the gross receipts of FBBI. Following this
meeting, the agreed-upon changes were made in the management contract,
and the tribal company was State. incorporated.

Members of the community council, and Bunko consultants accompanied
by Agency employees, went to Great Falls tO negotiate with the First National
Bank for the funds necessary :o erect a factory building and working
capital to start the home-building enterprise. Attempts to obtain
financing from the bank in Great Falls were unsuccessful. Mr. Vender and
Mr. Short then succeeded in getting the necessary financing from the
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First National Bank of Circle, Montana: The Indian council requested
approval from the Bureau (this action is required by the charter of the
Fort Belknap Indian Community) to borrow $350,000, which was deemed to
be sufficient to construct the=building and provide initial operating
capital. The Bureau provided the bank with a letter of intent to
approve such a loan under certain specified conditions.

On April 1, members, of Boako Consultants, the Fort Belknap ,

Indian Community Council,'BufeAU officials, and Walter Fine of Fine Homes,
Inc., met with officials of the'First National Bank of Circle, Montana,
to negotiate the terms for the loan of funds. The documents were prepared
and signed by the president and secretary of the Indian Community Council
and personally co-signed by Sam Short, president of Bunko Consultand6,
Inc., and later by other members of the firm.,

The Bureau offered at this time to hire a private investigator
to check on the financial and management capabilities of the members of
Bunko Consultants, who were purported' to be much experienced in the
home-building industry. Proof of this capability was not forthcoming,

...,

however, with the exception
,

of Mr. Short's cOnnection with Fine Homes,
Inc., which itself was not clear. The offer was not accepted, and in
the turmoil of organizing the new compah and other pressing matters of
the time, it was set aside and soon overlooked or forgotten.

i

, Corrections and Changes were made over a considerable period.
of time after this date to finally complete all the dOcumentation needed 40e

_, .-hfor this enterprise. .
1

..' 4

Still in its embryonic stages, the firm faced some serious )

problems in June 1970 when a disagreement developed among the principals ,

V.
of Bunko Consultants as to who controlled the company. :14r. Veil-der,
secretary .of Bunko Consultants, Inc., came to the Fort Belknap Council
and informed the chairman that Mr. Short was no longer a member Of
Bunko Consultants and, therefore, no longer directed any of their activi-
ties. Seyeral meetings were held with Mr: Vender, members of the
community council, and Bureau offils to discuss Mr.,Vender's allega-
tions concerning Mr. Short and his staff as pertained to the operations
and management of FBBI. ., ,

ti

During this periods, several injunctions were 'obtained by both
Mr. Vender and Mr. Short limiting each other's act)vities in the
management of FBBI. A series of meetings were held with both factions,
and their attorneys in an attempt to ascertain who could actually speak
for Bunko Consultants and to determine the best course of action-c_L
FBBI and the Indian community to resolve the problems,.as the, were
becoming extremely detrimental to the oplrations of FBBI.

These activities caused a s- chism between members of the council,
the Fore Belknap Builders, and the Indian community. Suppliers and
others who were working with the builders became hesitant to extend
credit. to them while these court ptoceedinge were in effect. During this

a
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same period, Mr. Short requotted permission from the tribal chairman
,.to remove the FBBI books from the office. He based his request on a
belief ttat v tal information might be removed from the files if left
in the offic . With Mr. Short Raving permission to remove books,
Mr. Vender(' tempted to remove files from the office, and,a tribal-'
policeman (was placed at the office to prevent removal of materials- by.
either party. The Bureau, with the concurrence of the tribal council,
impounded the book8 of the firm to be held until audited.

,

r'titil :eurcilletringtthrc:urri:; ac=c171st:tswho nntatullIrtheat the
, FBBI books.' When thd audit was completed, several questionable expendi
tures had been found, and the Bureau requested the Federal Bureau of
Investigation to review the FBBI, books to ascertain whether the
expenditures had been made'fraudulently. (No record of the 'FBI findings
has been fRund at this time, so no statement 'can be made as to the

,..
status of 'the questioned expenditures.) ,

As a result of subsequent actions, Mr. Short and Mr. Vender
settled out of court with_the.agreement that Mr. Short would buy out the
Vender ierests of bunko Consultants.. Mr. Short then resumed manage
ment of*erations, which had been being handled by, two other members
of Bunko Consultants, Inc. All during this period, continual requests
had been made by the Board of Directors of FBBI and the Bureau for
financial statements and quarterly reports, which by agreement were to
be furnished by Bunko. It was reported by Mr. Short that the reports
would be forthcoming when the books were brought up to date enough to
where a report could be made.

The Superintendent, Fort Belknap. Agency, was requested by the
community.couacil to visit several homebuilding firms with a record of
success in the manufacturing of homes to ascertain if they would be
interested in participating in the management of FBBI in the event Bunko
was unable to improve on their management record of the past few months.
Two major firms were visited, each indfzating a willingness to enter
into an agreement with FBBI, and this fact was reported to the council
at a meeting in October 1970. The Superintendent recommended that the
council and the Board of Directors of FBBI visit the factories and
seriously consider entering into an agreement with one of the companie
for,management services if a satisfactory agreement cound be negotiated.

Several members of the Board of Directors, the production/
superintendent of FBBI, members of the community council, and a Bureau
staff member from the Agency visited one of the firms and discussed'a
management agreementu with officers of that firm; however, no final
agreement of arrangements were made. Some of the director& of FBBI
were in agreement with changing management, but no aggressive action
was taken to follow up on agreement with either company. At this time
neither the council, the Board of Directors, or the Agencv,staff had
been able to obtain satisfactory financial statements from Bunko
Consultants, and grave questions were,arising in everyone's mind as to
the financial condition of the company and as to the management of the
factory operations and field crews.
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IiCan attempt to relieve some of the proble:ef the firm, the
Bureau entered into a Buy Indian contract with the In n Community on

November 11, 1970.. This provided funds for accounting services which could
bring the books ofthe FBBI up go date and provide all parties concerned
with a report that would indicate the true financial condition of the

firm. The ,ribe agreed to submit quarterly reports following the'com-
.,pletion of the contract to make sure that FBBI was continuing to
operate on a financially sound basis.
A

The contract was to be complt.ted by February 1, 1971; however,

the first report was not received from the audlUng company until April

"TN of 1'971. The, company was unable to complete tlie--aildit prior to tggt

Istime because 'of the condition of the FBBI books and prior commiti'ents

which had been made by the auditors. The report received was not

certified, no did it- give a clear picture of the true financial condition
..oT

The -next ,report, aSof'June-30,j971, received in the latter
part Of49JulY,,ieflected a.$350,000 loss ada result oroperations to

date. The community council now instructed their tribaiattorney to
contact a law'firm noted for. it's expertise in corporate law to ddtermine

.whetherthe contract withBunkO Cohiultants, Ine:;"coUld now be terminated
legally.

3

' During much Of the spring, Der. Short had been. absent from the

FOrt Belknap Reservation for the express purpose of negotiating with

''. qTUD..in tehveT to obtain house building contracts for FBBI. However,

Mr. Shor, reported to the Board df,Airectorsed the community council
that ht: had been working with several other Indian organizations In

establish a condoftium of Indi'an enterprises to enhance the possiti 'ties
of having Indian groto rs working in all typca-of industry fi,r

the benefit of all , )nceined.. The consertimm was to be called Indian

\------11

dustries. However, the tribal'attorney of the Fort Belknap Community
Co ncil indicated that-he was concerned that Indian Industries might well
not be as represenied-dhd the FBBI was undoubtedly providing the money.
for its olx.ratiop, if .in reality it was operating.

. ...

Mr. Short led the tribal officials to believe that FBBI would
have the opportunityttotbuild panels which would be Used in the construe-

, tion of 240 homes'beingbalt on the Cheyenne River Reservation. He

further indicated that FBBI woad be given the contract to perform the
electrixal and plumbing installation in these homes. The contracts

never materialized, nor did Mr. Short obtain any other contracts
during his Denver visit. It is very possible that FBBI actually pei47---------ss.b
at least a.part.of the expenses incurred by Mr. Short while he was in

Denver.) nowever,.the Fort Belknap Community Hdusing Authority entered
into an agreement with..FBBI to construct 20 Turn-Key Mutual Help homes

,....- and expected tc be able to offer an additional, contract for 60 homes to

be constructed at Fort Belknap as soon as leases, rights-of-way, and
other legal releases were obtained. This had not yet been accomplished

at the end ofithe ye:r.
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Late in October the tribal council was advised by the legal
firm hired to investigate the possibility of terminating the Bunko
contract that such a termination was possible, and the,tribal attorney
took steps to terminate the contract. Mr. Short was requested to
resign from his positon as manager of FBBI and subsequently he did so.
The council then appointed two tribal employees to assume the manage-
ment responsibilities for FBBI.

The president of the First National Bank of Circle, Montana,
sent a bank employee to F.,rt Belknap to represent the bank's interest
in the firm. It was suggested that the bank employee be placed on the
payroll of FBBI until such time as a,financial plan could be formulated,
placed into effect, and working satisfactorily. The plan was to include
a system of payments to the bank which would allow a retirement of the
obligation over a period of time.

nroblems of the firm continued to mount when the Internal
Revenue Ser'icC contacted them requesting a suspension of operations
until gucktimc as it'could be determined what the status was of the
employee's deductions for income tax and social security. This temporary
suspension of operations made it necessary for the FBBI to hire a sub-
contractor' to complete the manufacture and erection of the 20homes
which had been contracted for under the Turt-key Mutual Help project.
It anticipated that there would be sufficient profit from this
operation to allow a retiremene-of some of the obligations the FBBI had
to the bank.

The community council and Bureau officials contacted Mid-America
Homes, Inc., to see if some arrangements could be made for Mid-America
to provide management consulting services to the firm. Mr. Richard Buck
and Mr. Oliver Hemming-ay of MidAmerica Homes held two meetings with
the Board of Directors of FBBI to discuss the possibilities of providing
some type of management assistance to the Builaers% It was felt by all
parties concerned that there was a sufficient Government market to keep
FBBI operational until they could develop an off-reservalion market.
'The Builders had high hopes for getting contracts for 100 homes through
HUD. Information indicated that HUD was favorable toward their applica-
tion and would probably approve the contract early in 1972. The Builders
had also made initial contacts for the buildings of an additional number
of homes in the nearby communities of Harlem and Havre.

These Federal hotising programs would provide the Builders
with sufficient operSEional income to retire some of their indebtedness
and keep them operational while a full-scale effort was being made to
evelop sales and production quotas in the outside market place. The
total debt t'as notknown at this time; however, it was believed that

further audits which were being done would reveal,the firm to be about
$400,000 in debt at the completion of the 50-unit low-rent housing
contract.

209c



The Builders. were still operational on December 31, 1971,
and the management now was made up of tribal, personnel, assisted by
bank and Bureau people, until such time as the firm could either hire
a qualified manager or enter into a management agreement with an
..xisting firm.

A review of this firm's short history reveals several cogent
facts that seem to appear often in the study of reservation development.
These appear here in summary form.

Fort Belknap Builders, Inc., was the first major industry to
be established on the reservation. It employed approximately 50
Indian people from the time of its inception to date and gave teem an
opportunity to earn their living rather than receiving doles through a
welfare program. The petty crime rate was reported as dropping markedly
since the inception of the business.

TheIndian community was approached by a group of individuals
unknown 0 them and asked to enter into an agreement to manufacture homes.
The group was purported to be experts in the home-building industry,
operating as franchise builders for a major Southwestern corporation.
Executives from the corporation were brought into verify this connection.
Alleged buyers were brought in to make verbal agreements to purchase
the products of the Builders once they became operational, thus making
it appear to be a sure -fire profit-making business. These verbal
agreements never materialized, although the firm was established.

Once the business venture obtained financing and became opera-
tional, the firm appeared to be operating normally and pretty much in
the manner of most firms during a start-up period. The internal conflicts
of the consultants threw out all normal operations and procedures, and
it became impossible to tell wha,Cthe statu§ of the firm was.

The bookkeeping operations were haphalard at best, with the
books never being up to date. Too many people were authorized to
obligate funds for the company, and too many unusual expenses were .

incurred 'during the start-up period. The construction of the buildings
was not properly supervised, and undue delays in production resulted,
thus incurring further unanticipated costs.

Although the Indian community had no attorney representing
them a major part of this time and the Board of Directors and the
community council had no members with expertise in the home-building
industry or business training, the Bureau attempted to alleviate many
of the problems that arose before the fact.

The Bureau attempted to provide some safeguards' in the
corporation documents, management consultant agreements, and financial
arrangements. Alternatives of action were provided to the Indian
community and'to-the Board of Directors of FBBI.
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The Bureau provided assistance to the firm by making periodic
checks in the form of audits and on-site inspections of the operations
when it appeared that the firm's direction was contrary to good business
practices. The results of these audits and inspections were made avail-
able to the Indian community to be used in directing the activities of
their firm.

The Bureau's industrial. development specialists continue to
assist the firm and have determined that most of the expenditures were
not illegal but rather a result of poor management decisions. :This,
coupled with po/r management of the production process, resulted in a
poor financial condition, which compounded the problems.

The firm has continued to operate and with the assistance
of the Bureau may become a very successful tribal enterprise.

Source: Extracted from case file "Foit Belknap Builders, Inc., Fort
Belknap, Montana." Central File, Division of Economic
Development, Bureau of Indian Affairs, Washington, D. C.
and BIA Area Office, Billings, Montana (as of December 31, 1971).
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APPENDIX C

INDIAN INDUSTRIAL DEVELOPMENT PROGRAM

SUMMARY OF PLANT CLOSINGS
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Company Name and Product
or Service

Lear Navajo, Inc.
Electronic companents

Arizona Building Components
Wood

Plum Creek Lumber Co.
Charcoal briquettes

Harn Corporation
Soft goods

Schultz, William, Corp.
Pre-fab houses

Mercer Industries
Archery supplies

APPENDIX C

INDIAN INDUSTRIAL DEVELOPMENT PROGRAM

SUMMARY OF PLAN CLOSINGS

Nearest
Reservation

'Navajo
(Ariz.)

Yavapai

Flathead

Standing
Rock

Umatilla

Lac du
Flambeau

Date

Employment
Before Closing.

Established' Closed Reason for Closing ' Total Indian

11/56 1.1....917 Depressed Market 22 20

Branch operation'
closed by home office.

8/60 1966 Inexperienced manage- 2 2

ment; bankrupt

1960 1963 Lack of developed 5 5

market; inexperienced

management.

1960 1965 Inattention by, manage- 23 17

ment. Claimed uneco-
nomic freight rates.

2/59 1965 Closed down intermit-
tently during this

period. Markets did

not develop. Inexperi-
enced management.

5/58

7 1

1962 Inexperienced manage- 5

ment. Embezzlement by
former manager.



Company Name and Product
or Service

Dakota Wood Products
Laths and other
wood produCts

Edmonds & Sons
Machined metal
products

Turtle Mountain Steel &
Supply
.Steel fabrications

Standard Design
Contract engineering

Manderson Tent Co.
(tribal enterprise)
Tents

Golden Eagle Ahs and
Crafts
(tribal enterprise
Children's play teepees)

Date Employment
Reservation Established 'Closed Reason for Closing Total Indian

Turtle

Mountain

Red Lake

Turtle
Mountain

Winnebago

Pine Ridge

Omaha

1961 1963 Merged with another 15 10
company out of "the

reservation area.

7/62 1964 Bankrupt. Lack of
experienced management
Uneconomic bid on U.S.
Army Ordnance contract.

20

10/62 1964 Lack of markets. 12
Inexperienced management;
voluntary bankruptcy.

6/63 1964 Undercapitalized;
defaulted on U.S. Army
Ordnance contract.

6/63 1964 Inexperienced management 8
Lack of product and
market development

8

9

10 10

3/64 1966 Closed intermittently 4
during this period.
Lack of product'and market
development; inexperienced
management.

8

4

2 1 1



Company Name and Product
.or Service

Junior Things, Inc.
Ladies' garments

Jicarilla Buckskin &
Leather

Indian arts and crafts

Kaiser Aluminum and Chemical
Aluminum culverts

Onamia Manufacturing Co.
Sheet metal fabrication

Parker Textile Co.',

Textile

Venride, Inc.
Mechanical rides
for children

Advanced Dakota Products
Smoked fish

Nearest
Reservation

Fort Hall

Jicarilla

Navajo
(New Mexico)

Mille Lacs

Colorado

River

Fort
Berthold

Fort
Berthold

Date

Established Closed Reason for Closing.

4/65 1966 Lack of experienced
management. Personnel

problems--unable to
meet economic produc-
tion scheduled.

5/64 1965 Inexperienced
management.

5/64 1965 Depressed market.
Branch operation
closed by home office

3/64 1965 , 'Undercapitalized

4/64 '1904 Undercapitalize,i;
inexperienced management;

_defaulted on ARA loan.

5/64 1965 .Lack of developed markets
inattentive and inexperi-

enced management

4/66 1967 Lack of deeloped
markets; inexperienced
managexent.

Employment
Before Closing
Total Indian

ft/ 26

14 14

7

18

40 1

3 3

19 12



Companyliame and Product
or Service

Riverside Services, Inc.'
CoMmerical laundry

,Seminole Design
Indian novelties

Habitant Shops, Inc.
Cedar fence products

Onamia Garment mfg.
Sports garments

Sutherland Corp.
Contract sewing

Chalomar, Inc.
Electronic components

*Diversified Art
Litho-print

reproduction

Electro Technical Ed.
Corp.

Electronic equip. assy.

Employment
Nearest Date before Closing

Reservation -Established Closed Reason for Closing Total Indian

Upper Siuox,
Minnesota

Brighton,
Florida

Red Lake,

'Minnesota

Mille Lacs,
Minnesota

Lower Sioux
Minnesota

Lower trule
South Dakota

Rosebud,
South Dakota

3/66 1967 Inexperienced Management 7

undercapitalized

1/66 1968 Insufficient tourist 9

demand.

10/64 1968 See Footnote (a)

2/64 1968 See footnote (a)

10/65. 1968 Transportation costs
made operation eco-
nomically unfeasible.

6/65 1969 As subsidiary of
Calif. firm, was
closed when new manager it

of parent firm reduced
production requiring
parts.

4

9

38. 35-

I

41 15

8 5

7' 6

7/67 1969 Failed to ever become 3

operational as a business.

Yankton, 4/65 1969 Sold assets to Nu-Tron
South Dakota Electronics, which sus-

pended operations when
military market declined.

3

13 12
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Company Name and Product
or Service

Wright-McGill Co.
Snelled fish hooks

Rosebud Housing
"Sioux 400" homes

.T.*Cape Flattery Co.

Manufacture of fish mea

Onmi-Lab, Inc.
Electronic parts

*Douglas Lomason
Auto seat framGs

*Harlan Metals Co.
Copper ore processing

Nu-Pack Corporation
Plastic shipping
containers

, .

i

Nearest
Reservation

Pine Ridge,
South Dakota

Date
Established Closed-"Reseen-rdtVosing

3/61 1968 Japanese imports
created competition
that forced closure.

Rosebud, 12/66 Tribe formed corpora-

South Dakota Lion to produce 400
homes. Upon completion,
firm disbanded.

Makah,
WAshington

Lac Courte
pre/ales,
Wisconsin

Pine Ridge,
SouthDakota

Papago,

Gila River,

Arizona

10/a/ i9Y0 Never 'became fully
operational due to lack
of financing and closed
permanently before
producing.

5/66 1969 Markets for electronic
parts dried up, forcing
closure

11/69 1970 See footnote (b)

7768 1969 Never aecame operational

12!68 1970 Management. changes of

the parent firm led to
suspension of contract,
. plant was closed.

'Employment

before Closing
Total Indian

50 50

81 62

4 2

50 25.

81

10

150 55



Company Name and Product
or Service

Prest-Wheel of Arizona
Aluminum lawn
furniture

*Safford Mfg. Company
Women's apparel
warehousing

Levi Strauss & Co.
Wea-ing apparel

*U.S. Modules, Ind.
Prefabricated homes

Western Wood Products- -

Arizona
Log homes

Crazy Head Post & Pole Co.
Fence posts

Date

Reservation Established Closed 'Reason for Closing

Colorado
River,

Arizona

San Carlos
Arizona

=Gila River
Arizona

Gila River,
Arizona

Fort Apache,
Arizona

3/68 1970 . Merged with another
firm. Parent firm
closed operations but
retained building and
lease (see footnote (c))

3/63 1970 Never became operational
as a manafacturing
facility; operated as
warehouse until closed.

5/68 1970 New management team
diversified production
facilities to serve
Eastern markets, closing
several Western,plants.

5/68 Never become operational

5/67 1969 Became Leisure Homes
in 1970.

No. Cheyenne, 3/69

Montana

./

Employment
before Closing
Total Indian

82 74

15 1

70 15

1970 High, employee turnover

and absenteeism, and
inadequate working capital.
Reopened as Morning Star
Company, seasonal operation,
with new management.

7 1

4 4



Company Name and Product
or Service

Employment
Nedr'st Date before Closing

Reservation Established Closed Reason for Closing Total Indian

Upholstery House, Inc. No. Cheyenne, 5/69 1970 Established to per- 34 -33

Canvas products Montana form Department of
Defense contracts. Non-
Indian management
installed leased equipment
apparently using location
to qualify for Government
aid benefits. Suspension
of contracts led to
closure.

Amercian Aspen Products Santo Domingo 5/67 1970 Declining market demand, 89 86
Wood core New MUico strong competition, and

tv management disinterest in
)-,m t continuing operations;

bankruptcy.

C & S Packing Company Isleta, 5/64 1969 Lack of raw products 30 26
Food processing New Mexico within reasonable

distance, and managerial
problems. (Tribe and
Bureau are currently
negotiating for reopening.)

Cascade Western
Outerwear clothing

Yakima 2/68 1969 See footnote (a). 64 9

Washington



Closing Name and Product
or Service

*Mohican Enterprises
F ergla s components

*Hi-Co ntry g. Co.

Truckgamgers

White Swan Industries
Furniture

LeisuLe Homes
Log homes

Chief Mountain Lumber Co.
Lumber

Date

Reservation Established Closed Reason for Closing

Stockbridge,
Wisconsin

Wind River,
Wyoming

Yakima,c

Washington

Fort Apache,
Arizona

Blackfeet,
Montana

10/69 Never became operational;

currently carried as
temporarily closed.

10/68 Never hired Indians and
was dropped from reports
in December 1969.

.Employment
before Closing
Total Indian

10/66 1970 Firm underwent change in 230 212

ownership, and new owners
initially suspended
operations because of
"problems of alcoholism
with employees," then
closed permanently when
other plants of the owners
encountered financial
problems. (Tribe and

Bureau now attempting to
get plant back into opera-
tion7.)

1/70 1971 No longer carried as 18 4

operational in Central
Office files; reportedly
operating as seasonal
and contract demand firm.

11/63 1970 Sold out to U.S.
Plywood Corporation.
Some seasonal work being
performed.

40 36)



Closing Name and Product Date
Reservation Established Closed Reason for Closingor Service

*J. L. Antonucci
, Mobile homes

Glacier Homei
Pre-fab homes

*Printers & Publishers, Inc.
'Commercial printing

Iron Nation Corporation

Texitle fabrication

Brighton, 10/68
i lorida

Blackfeet, 7/68
Montana

Rosebud, 4/70
South Dakota

Lower Brule, 11/69
South Dakota

Never becathe operational.

Employment
before Closing
Total Indian - ,t

1970 Failed to get apprbval
for additional HUD orders.'

'1970 Failed to become opera-
tional.

1971 Formed as joint partner-
ship with Raven Industries
to get contract under SBA
(8) program. When con-
tract was terminated by
SBA, firm closed.

4 4

28 27

*The§e firms appear on Central Office file records as industries established with assistance of ICDP. However,
in many cases they were either not induced with Bureau assistance or failed to become operational entities.
They have been included in Bureau statistics reporting the number of industries established by ICDP.

(a)No information can be, found which would make it possible to ascertain reasons for closure.

(b)This firm was actually established by the iiebraska Public Power.Commission. No records can be-found to
indicate that the Bureau had any direct involvement in its establishment other than some assistance to
Indian employees.

(c)The parent firm of Prest-Wheel of Arizona is currently working with tribal leaders and Bureau representives
to establish a new industry in the building.

Source: Compiled by the author using data contained in congressional hearings; case histories of firms
maintained in Central Files, Division of 'Economic Development, Bureau of Indian Affairs,
Washington, D.C.; and from personal and telephone interviews with field representatives of the
Bureau.
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APPENDIX D

SUMMARY OF RESPONSES

INDUSTRIAL DEVELOPMENT QUESTIONNAIRE

(30 MAILED)

1. In establishing an industry on the reservation, is
initial Contact with industry made:

A. By the Bureau of Indian
Affairs

B. By the tribe
C. By the BIA and the tribe
D. Other States & Industry

Responses 22 A. 4 B. 2 C. 12 D. 4

2. Are industrial enterprises located on your reservation
financed with:

A. Federal funds
B. Tribal funds
C. Commercial loans
D. A :ombination of these

Responses 22 A. 2 B. 6 C. 2 D.'12

3. Is the ownership of industrial endeavors located on
your reservation primarily:

A. Tribal
B. Individual Indian
C. Non-Indian
D. Other (Joint Ownership)

Please indicate

Responses 22 A. 11 B. 1 C. 9 D. 1

THE FOLLOWING QUESTIONS RELATE TO EMPLOYMENT PATTERNS AND
PRACTICES IN INDUSTRIAL AND COMMERCIAL DEVF 'PMENTS LOCATED ON.

YOUR RESERVATION. IF MORE THAN ONE SUCH EL..,AVOR HAS BEEN
ESTABLISHED WITH THE ASSISTANCE OF THE BREAV @F pipw 4.Fyi!1,1!
INDUSTRIAL DEVELOPMENT PROGRAM, PLEASE COMPLETE A QUESTIONNAIRE
FOR EACH SUCH ENTERPRISE.

Name of Firm

4. Of the total employemnt in this firm, what percentage

is Indian:
A. 85% or over
B. 50% -'84%
C. 25% - 49%
D. Less than 25%

Responses 21 A. 14 B. 3 C. 1 D. 3

5. Are Indian employees provided with special training
during initial phases of employment? Yes No
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Responses 21 Yes 18 No 3

A. If yes, is the hourly wage:
(1) Partially paid with on -the-

job training funds (OJT)
(2) All OJT funds
(3) All employer funds
(4) Other federal programs

Responses, 20 .1. 13 2. 1 3. 4 4. 2

B. If no, is it becauset..
(I) No training necessary
(2) .No training funds provided

(3) Employees have prior experience

Responses 2 1. 1 2, 3. 1:,

6. Are Indians employed here only as hourly wage employees?

Responses-22 Yes 6 No16

A. If no, are Indian also employed as:
(1) Line supervisors
(2) Clerical personnel
(3) Manag6rs

Responses 43_ 1- 15 2. 10 3. 18

7. Are the hourly wages paid to Indians:
A. Less than $1.65
B. $1.65 - $2.09
C. $2.10 - $3.10
D. $3.10

Responses 21 A. - B. 12 C. 10 D. 4

8. What percentage of the total reservation labor force is
employed in this firm?

A. Less than 10%
B. 10% - 20%

C. 21% - 40%
D. 41% - 60%
E. Over 60%

Responses 19 A. 13 Br 4 C. 2 D. - E. -

9. , Have additional service type enterprises started on the
reservation as a result of the employment opportunities in this
firr' Yes No

Responses 16 Yes 3 No 13
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A. If yes, are these:

(1) Groceries
(2) Service stations
(3) Recreational facilities
(4) Other (Day care center,

Dry cleaners, etc.)

1. 5 2. 3._ 4.

B. If no, are plans being made to open new business?
Yes 16 No 1

10. Are plans being made to increase the number of industrial
and commercial enterprises on the reservation?

Yes 14 No 2

11. In your own words, °tate your opinion as to the need for,
and value of, developing business enterprises on reservations and
,the value of the Bureau of Indian Affairs program for such

(See text for several, comments)

224



SUMMARY OF RESPONSES

EMPLOYEE QUESTIONNAIRE

(200 MAILED)

1. Are you currently employed in a plant or facility
established on the reservation with aid from the Bureau of
Indian Affairs;

No

Responses 53 ,s 29 No 23

A. If yes, are you:
(1) a full -time employee
(2) a part-time employee.

Responses 29 1 29 2' -

B. If no, have you been employed in such a firm in
the past?

Yes No

Responses 23 Yes 23 No -

2. If you are not currently employed full time are you
acti,'.1.y seeking employment:

4.1

Responses 11

A. On the reservation
B. Off the reservation
C. Both on and off the

reservation

. 4 B. 7 C. -

3. Ti you are currently employed full time in a firm
established with Bureau of Indian Affairs assistance, are you

Responses 29

A. Salaried employee
B. Hourly wage employee
C. Trainee

A. 11 B. 17 C. 1

4. If you are a salaried employee,

A. An office worker
B. A -ianager

C. A foreman

Responses 11 A. 5 B. 1 C. 5

5. If you are a salaried employee, is your annual salary:
A. Under $5,000
B. $5,000 - $5,999
C. $6,000 - $6,999
D. Over $7,000

Resonses 11 A. 3 B. 3 C. 5 D. -

st2C4)
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6. If yOu are an hourly wage employees, is, our wage
per hour:

A. Udder $1.60
B. $1.60 - $2.59
C. $2.60 - $3.50
D. Over $3.50

Rcsspon,:e .8 A. 1 B. 12 C. 4 D. 1

7. If you are a trainee, is your hourly wage:
A. Under $1.60
B. $1.60 - $2.10
C. Over $2.10

Responses 38 A. 31 B. 5 C. 2

8. Were you employed full time prior to entering your
current position: Yes No

Responses 38 Yes 17 No 21

A. If ye.. was this employment:
(1) On teservation
(2) Off reservation, in same

State
(3) Off reservation, in- another

State

Responses 17 (1) 12 (2) 5 (3)

9. If you were not employed, were you receiving welfare
assistance from:

Responses 19

A. Tribal assistance
B. State agency
C. Federal assistance
D. Other

A. '. 12 C. 1 D. 1

10. Are your current earnings spent mostly:
A. On reservation
B. Off reservation

Responses 29 A. 7 B. 22

11. If off reservation, is this caused by:
A. Lack of stores on reservation

Responses 23
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B. Lack of services on reservation
C. Both of Above(

D..Prefer'Shopping off reservation
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12. Were you employed originally as a:
A. Trainee
B. Full-time employee
C. Other

Responses 52

Indicate clerk, truck
driver, etc.

A. 18 B. 25 C. 9 Clerks and
managers

13. Was this your first fulltime, on-reservation employment
experience? --YES No

,er of:

7

Responses 52 Yes 31 No 21

A. If no, was your other employment:
(1) In agriculture or ranching
(2) In lumbering
(3) In construction
(4) Other

Responses 21 1. 3 2. 6 3. 5 4. 7

B. Was this employment providedoby:
(1) Tribal government or

State government
(2) Federal Government
(3) Indian business
(4) Other.

Responses 21 1. 3 2. 4 '3. 7 4. 7

14. If you are no lolger with the firm, did you leave because

A. Poor wages
B. Poor working conditions
C. Lack of promotion dpportunity
D. Other

Please indicate

Responses 23 A. 1 B. 3 C. 4 D. 15

15. Did your work'experience better prepare you for future
employment? Yes No

Responses 40 Yes 36 No 4

16. Would you accept employment in a similar line of work if
it were available on the reservation?

Yes No 6

Responses 48 Yes 36 No 12
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A. If riO, js it because of:
(1) The type industry
(2) Wages
(3) Other

Indicate

1. 6 2. 6 3. -

17. Would you return to the firm if there was an opportunity?
Yes No

Responses 45 Yes 44 No 2

19. Would you prefer to work and live on the reservation?
Yes No

Responses 46 Yes 44 No 2

20. Name of firm in which presently employed or were employed:

Screening and identification question

) , ,
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Year

APPENDIX E

MAN-YEARS OF EMPLOYMENT
(NET INCREASES)

(1965-1971)

Accumulative
Non-Indian Indian Indian Total

1963 846

1964 8 . 37 i 883

1965 436 430 1,313
.-:.

1966 818 910 2,223

1967 626 516 2,739

1968 406 443 3,182

1969 662 1,114 4,296

1970 1,062 128 4,424

1971 718 234 4,658

Source: Compiled from data in unpublished B.I.A. reports of
"Industrial and Commercial Enterprises Established
on or near Reservations."
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